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NATIONAL AFFAIRS, POLICY ECONOMIC 


GUANGMING RIBAO VIEWS OPPOSITION TO REFORM 
HK270727 Beijing GUANGMING RIBAO in Chinese 9 May 87 p 3 


[Article by Zheng Hongqing (6774 3163 1987): "“'Hard Restraints" In 
In-Depth Reform'"--passages within slantlines published in boldface] 


[Text] The reform of the economic structure in our country is now developing 
from the stage of mainly opening up to the outside world and invigorating 
the domestic economy into the higher stage of mainly smoothing out the 

basic economic relations. The higher development stage of the economic 
structural re‘orm touches upon the very foundation of the entire economic 
structure, so the difficulties and opposition to carrying out the reform 

of the economic structure at this higher stage are far greater and stronger 
than those we met at the previous stage. Along with the further development 
of the reform, some fundamental factors restricting the development of the 
reform, which were considered as insignificant ones and therefore were paid 
insufficient attention to by us during the first stage of the reform, will 
probably become the major factors restricting the further development of 

the reform. 


The Pressure of the Periodic Rise of Farm and Side-Line Products Prices 


To greatly raise the purchasing prices of farm and side-line products is 
the starting point and main content of the rural reform of our country. 

The raising oi the purchasing prices of the farm and side-line products 
will on the one hand directly affect the costs and prices of the products 
of the light industry and food industry whose main raw materials are the farm 
and side-line products, and on the other hand, will result in a quick rise 
of the prices in the country fair trade and therefore threaten the "food 
basket" which the city dwellers are most sensitive about. In order to 
ensure that the living standard of the city dwellers will not become lower, 
the state has provided a large number of price subsidies. However, the 
staff and workers still feel that the price subsidies provided by the state 
have not been able to compensate for their losses. This situation has 
created a big pressure calling for the expansion of the individual 
distribution. Over the past few years, although there have been a lot of 
reasons for the excessive increase in the wages and bonuses of workers, 

it has, to a certain extent, formed a "defeusive response." The rapid 
increase of the wage cost of the enterprises has offset a considerable 








amount of tax profits. Moreover, because of the lack of competition, some 
enterprises have been able to easily shift the burden of the wage cost to 
others by raising the prices of their products. As a result, the newly 
raised exchange rate between farm and side-line products and industrial 
products has quickly gone down, the increase of the peasants’ income has 
been checked, the peasants’ enthusiasm has been dampened, the supply of 
the farm and side-line products has in turn been affected, and therefore, 
the state has once again had to raise its purchasing prices, thus causing 
another round of general rise of the market prices. As a matter of fact, 
we have already been in such a circle over the past few years. 


There are objective economic reasons for the periodic rise in the prices 

of farm and side-line products. Since our country's per capital cultivated 
land is less than 1.5 mu, the low per capita cultivated land has naturally 
restricted the scope of the peasants’ operation. Moreover, because the 
waste of the soil's fertility has been very serious, the peasants have 
little chance to increase their incomes through expanding reproduction 

and reducing the cost of their per unit products, and therefore, the 
peasants have tended to excessively depend on raising prices to increase 
their incomes. However, if the production output has reached a certain 
level and no major technological breakthroughs have been mide, the rise 

of the prices will still be unable to greatly stimulate the increase of 

the total supply of the farm and side-line products (the increase of the 
grain growing area will certainly reduce the growing area of economic 
crops, and the situation is the same the other way round). This can be 
viewed as the “original motive force" behind the sustained increase of the 
market prices. According to the relevant statistics, generally speaking, 
the peak value of the index of the market retail prices always appears 
together with the rise of the prices of the farm and side-line products. 
Between 1979 and 1980, the state greatly raised the purchasing prices of 

18 types of farm and side-line products and the prices of eight types of 
non-staple food. In 1980, the general index of the retail prices of the 
whole country increased by 6 percent. In 1985, by using the "30 percent to 
70 percent" purchasing method instead of using the method of raising the 
prices of the grain purchased beyond the state grain purchasing quotas, the 
state further raised the level of grain purchasing prices. In the 
meantime, the state also relaxed the control on the prices of pork, 
vegetables, eggs, and some other non-staple food. In 1985, the retail price 
index in the whole country rose by 8.8 percent, the retail price index in 
the vig and medium-sized cities maintained at two digits, and the impact 

of such a high retail price index can still be felt today. 


However, we admit that it is necessary and reasonable to raise the prices 

of the farm and side-line products, and the prices of the farm and 

side-line products should continue to be raised in the future. The question 
is how we should have a good grasp of the frequency and scope of the rise 

of the prices of the farm and side-line products. Over the past few years, 
the frequency of the rise of the prices of the farm and side-line products 
has been a bit too fast and the scope of the rise of the prices of the farm 
and side-line products has been a big too big. As a result, the society has 








not had enough time to digest it. The state's burden of the financial 
subsidies has become increasingly heavier, and there has been a psychological 
tension and discontent among the masses. This situation has therefore 
created certain difficulties for our reform. As far as the influence of 
the rural reform over the urban reform is concerned, in the past, we only 
saw the progressive and guiding role played by the rural reform, but failed 
to see the contradictions and the restrictive role of the rural reform. 
Moreover, because of the big population and scarcity of land, if the prices 
of the agricultural products are allowed to be wholly determined by the 
market supply and demand, then, soon, the prices of some agricultural 
products of our country will reach the “roof of the world." What impact 
will it have on our entire national economy then? This is a question which 
is well worth our consideration. 


The Socialist “Employment Rigidity" 


The reform of the economic structure of our country must face such a fact: 
No matter how we advocate competition, society will never accept a 
situation in which a large number of enterprises declare bankruptcy or a 
large number of enterpries are given the right to employ more workers or 
dismiss some workers according to their actual needs as in the countries 
which are presently practising the market economy. Under the condition 
of the system of the public ownership, the employment of workers has become 
an extra-economic right and has nothing to do with the actual performance 
of the enterprises concerned. This bas undoubtedly increased people's 
sense of safety, but on the other hand, has become a big obstacle to the 
further development of the reform of the economic structure. 


/First, the employment rigidity has determined that the enterprises under 

the system of the public ownership can hardly assume really full 
responsibility for their own profits and losses./ That the enterprises 

have no right to reduce their surplus or inappropriate personnel means that 
the enterprises have lost an important method of carrying out the rational 
management. Therefore, the state control over the enterprises and the 
enterprises’ self-control should not be too rigid. If the enterprises 
suffer losses because of their poor performances, the state is bound t- 
provide aid to the enterprises in order to prevent a large number of workers 
from being laid off, thus forming the enterprises’ strong lateral dependence 
upon the state. Under such circumstances, the enterprises under the system 
of the public ownership will nut receive the same amount of motive force 

and pressure as the enterprises under the system of the private ownership 

do. Moreover, the response of the enterprises under the system of the public 
ownership towards the economic parameter and the market signal will not 

be as rapid as thet of the enterprises under the system of private ownership. 


/Second, employment rigidity has made it impossible for the state to adopt 
the wage system that wholly conforms with the principle of efficiency./ We 
all know that many enterprises in our country now have 20 percent or more 
surplus labor force. Since "the work of three men is done by five men," 
then "the meals of three men are eaten by five men." Along with the 








transitional employment, there has come low wages. The lower the wage 
level, the stronger the demand of equalitarianism will be and the smaller 
the room for regulating the distribution of interests will be as well. 
The employment rigidity and che rigidity of wage level have deprived the 
wage system of its role of encouragement to a great extent. Therefore, 
when the state relaxes its direct control over the wage distribution of 
the enterprises, the indisepnszble employees and the surplus employee 
will equally demand a rise in their wages. At this time, the momentum of 
inflation will easily emerge. At this time, the momentum of inflation 
will easily emerge. We should also see that under the circumstances of 
over-employment, although the average wage level of the staff and workers 
is not high, the wages embodied in the per unit products are aot low, and 
the cost of live labor will increase rather than decrease, thus promoting 
the continued rise of the market prices and affecting the competitiveness 
of the export commodities on the international market. 


/Third, employment rigidity will naturally cause structural rigidity./ 

The most centralized manifestation of the economic vitality is that threugh 
the competition in which the superior survives and the inferior is 
eliminated, very often, some enterprises become smaller in their operations 
while other enterprises expand their operations, and some old enterprises 
are eliminated while some new enterprises emerge. This is a continuous 
process of structural readjustment and a continuous process of the perfection 
of resource disposition as well, which demand a mutual choice between the 
labor force and the work posts. In our country, such an objective demand 

of economic development has met with the big obst cle cf employment rigidity. 
To prevent more people from being unemployed has become the ultimate 
socialist principle safeguarded by the people's governments at various 
levels. In order to safeguard this principle, the people's governments at 
various levels do not hesitate to blockade the market, draw from the fat 

to give to the lean, sacrifice the efficiency, and protect the backward 

at all costs. This has directly restricted the circulation and 
reorganization of other key elements of production. Under such circumstances, 
the regulating role of the price signal has been greatly weakened. 
Sometimes, although the prices of some commodities have risen, strangely 
enough, the supply of those commodities has not increased and the prices 

of those commodities can remain at a high level for quite a long time. 

Here, the employment rigidity is shown in the price rigidity. Especially 
during the new period when drastic changes are taking place in the structure 
of the demand, the rigid and stagnant production structure is obviously 
exercising a stronger negative influence over the macroeconomic balance. 

In a long-term point of view, such a rigid and stagnant production structure 
will probably hinder the upgrading of our country's production structure 

and technological structure. The situation that the circulation of the key 
elements of production is hindered and the readjustment of production 
structure mainly depends on the building of new enterprises has become one 
of the important reasons for the ever expanding over-investment. 








The "Software System" Which Is Indispensable for the Development of the 
Commodity Economy 


Here, the "software" mainly refers to a great diversity of economic 
organizations which are providing services to the commodity production and 
commodity circulation, the complete sets of commercial laws, and the 
people's concepts of value, habits, customs, knowledge, skills, and so on, 
which conform with the development of the commodity production. Without 
these pieces of "software," there won't be any market mechanism. In the 
developed capitalist countries, it took over 200 years for the “software 
system" of the commodity economy to be gradually perfected. Our country 
is now in the initial period of the development of the socialist commodity 
economy, this type of "software" is now either applied in a wrong way or 
develops slowly. As a result, the efficiency of the market operation is 
low, there are a variety of loopholes, the cost of transactions is 
excessively high, and there are often a diversity of obstacles. Although, 
understandably, we must try our best to accelerate the growth of this 
“software system" under certain conditions, we should also know that the 
growth and maturity of such a “software system" will take a realtively long 
process. To try to help the shoots grow by pulling them upward will 
probably produce results contrary to our wishes. It is unrealistic to 
igno1e this situation and think that once the state relaxer its control, 
the market mechanism will be brought into full play, or to think that we may 
immediately jump from our original structure, which repels the commodity 
economy, to a modern and developed structure cf the commodity economy. 


From the above analysis, we can reach such a conclusion: It is absolutely 
necessary to introduce the market mechanism into the socialist economy, 
but it is very difficult to do so; restricted by a variety of "innate" 
conditions, the market mechanism cannot possibly play such a big and 
flexible role in the socialist economy as it can in the countries that are 
practising the market economy. However, such a disadvantage can probably 
be offset by the guidance of the macroscopic planning of the socialist 
economy to a certain degree. We should make reform plans by proceeding 
not only from the economic rationality but also from the practica: 
feasibility. We should not only plan what to do, but also, more inportantly, 
plan what to pay attention to and to what degree we should carry out the 
reform. We would rather overestimate the difficulties of the reform than 
underestimate them. We should set a realistic goal for the intermediate 
reform rather than a too high one. We must not be too much in a hurry to 
push forward our reform process, but should lay a solid foundation for the 
future reform, instead. 


Although the “hard restraints" in the in-de»th reforms cannot be completely 
eliminated, still, we can adopt some measures to reduce the effects of the 
"hard restraints." For example, in order to reduce the pressure of the 
periodic rise in prices of the farm and side-line products, at present, 

we should adopt measures to basically stabilize the amount of the farm and 
side-line products pruchased through contracts and stabilize the purchasing 
price of the farm and side-line products (including the purchasing prices of 
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the foreign-trade-related farm and side-line products) and adopt some 
policies to protect and develop the peasants’ enthusiasm in growing grain. 
In the meantime, we should properly tighten our control over the operation, 
taxation, product orieniation, and product quality of the town and 
township enterprises so as to prevent the peasants from earning too much 
money from trades »%ther than the growing trade, prevent the agricultural 
labor force from moving too quickly into the non-agricultural trades, 

and ensure the sustained and : teady increase of the production of the farm 
and side-line products. More ver, in order to reduce the negative effects 
of employment rigidity, we should further enlarge the gap of the internal 
distribution of the big enterprises. Under the circumstances that there 
are big obstacies to the circulation of labor force, we must actively out 
forward the reform measures that can accelerate the circulation and 
reorganization of other key elements of preduction, such as the economic 
policies which can encourage the enterprises to timely make use of their 
idle equipment, and some other economic policies. 
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NATIONAL AFFAIKS, POLICY ECONOMIC 


PKC JOURNAL REFLECTS ON KECENT ECUNOMIC REFURMS 
Wik3S500648 Beijing JINGJL YANJLU iu Chinese No 3, 2u Mar 87 pp 3-10 


[Article by the Economic Coustructiou and Ketorm Kesearch Group of the Chinese 
Acadewy of Social Sciences: "“Retlections on the Economic Construction and 
Kcouowic Reforus in kecent Years" } 


[text] 1. ‘The Major llistorical Achievements 


1. Since tue 3d Plenary Session of the Ilth CPC Central Committee our 
nativu's econowy las seen sustainea growth. From 1979 to 1985, the average 
auoual growth in gross agricultural output value was lU.1 percent, tue avera,e 
annua! srowtl in gross industrial output value was 1U.1 percent, the average 
anuual growth in national income was &.8 percent, and tiie annual growth rates 
in agriculture and national income were 6 percent and 3 percent higher 
respectively than those ior the previous 29 years. In 19.0, gross 
ayricultural output value grew 3.5 percent and gross industrial output value, 
excluding, villaye-run industry, grew 9.2 percent. The size of tluctuatious in 
terws of annual growth rates were smaller than previously, the situation in 
which there had been dislocation in major national economic ratios was changed 
aud the use ot social and economic resources, in particular rural labor, was 
improved. Per capita national income was 315 yuan in 1978, but reached 656 
yuan in 1985, doubling in 7 years. The production volumes of grain, cotton, 
oil, steel, coal, and electricity have all reached new levels, greatly 
increasing the country's strengths. Thus, these 6 years have been the period 
in which the economy has been most lively, the enthusiasm of the masses has 
been highest, the increase in national strengtii most rapid and the vigor of 
development ost brisk. 


2. ‘The industrial structure has daily become more rational and favorable 
changes have occurred. In the 3 years from 1979, we basically put in order 
the proportional relationships between industry and agriculture, and between 
heavy industry and light industry, which had been seriously dislocated, and 
also alleviated the situation of econowic tightness and lack of balance which 
was left to us by the 10 years of turmoil. The 1978 ratio between 
agriculture, light industry and heavy industry of 1:1.12:1.48 was readjusted 
by 1985 to 1:0.99:0.98. After that the industria] structure proceeued further 
along the model development road which accords with our nation's level at the 
current stage. The proportion of agriculture decreased, the proportion of 








industry slightly increased and the proportion of material services began to 
increase. At the end of 1965 the proportion of industry and material services 
had reached 53.7 and 18.2 percent respectively. More importantly, in the 
period 1979 to 1986 we changed the backward situation where virtually al] 
rural labor was engaged in growing food to eat, aud in a few short years over 
60 willion laborers transferred from agriculture to industry, commerce, 
trausportation, construction, and services industries. The percentage of 
agricultural laborers in the total social labor force quickly fell and the 
labor force engaged in nonagricultural activities, especially in rural 
industry, yrew quickly. At the same time, there has also been quite a 
strenytheniny of the basic raw materials, energy and communications 
structures, and electronics and other such high-level, precision and advanced 
industrics have also developed favorably. 


3. Uur nation's ecouomic development las ended the long-standing situation of 
closing the country to international intercourse, and the degree of opening to 
the outside world had clearly increased. The proportion of total imports and 
exports in gross social output value was 12.7 percent in 1985, an increase of 
1.44 times over the figure of 5.2 percent in 197&. Total imports and exports 
grew at an averaye annual rate of 24.6 percent from 1979 to 1985, 3.2 times 
the figure of 7.7 percent in the preceding 29 years. ‘The situation in terms 
ot the import-export structure also improved. From 1979 to 1985 the total 
amount of foreign @nds drawn in was $21.8 billion. Our nation has also set 
up special economic zones, designated some coastal areas as open zones and 
created relatively good investment conditions for the direct and indirect 
drawing in of foreign funds. ‘These situations al] show that our nation's 
economy is changing from a closed economy to an open economy. 


4. The lives of our nation's urban and rural people have rapidly improved and 
this has been the period in which the people have received the best benefits 
since the founding of the PRC. We have changed the former situation where we 
stressed production and looked lightly on consumption, and the accumulation 
rate dropped from 36.5 percent in 1978 to 28.8 percent in 1982. ln 1981, 
although the accumulation rate again grew to over 30 percent, the amount of 
savings of urban and rural residents in 1978 was only 21 billion yuan, while 
in 1986 it was 223.7 billion yuan. A large part of the increase in 
accumulation came from the rise in savings. This is not really the same as 
the high accuwulation in the past. Second, after excluding price rise 
factors, the per cepita net income of peasants has grown from 133.57 yuan in 
1978 to 397.60 yuan in 1985, an increase of close to two times. The average 
wages of urban workers also rose from 614 yuan in 1978 to 1,148 yuan in 1985, 
an increase of 87 percent. It is estimated that the per capita money wage 
income of workers throughout the nation rose by 16 percent in 1986. Third, 
our nation has not only basically resolved the problems of food and clothing 
which is something which has long been difficult to achieve, but the 
consumption structure of urban and rural people has seen quite great changes. 
By the end of 1986, the housing conditions for urban and rural residents had 
clearly improved and the high-grade consumer items of families had changed 
from the three old major items--bicycle, watch, and sewing machine--to the 
three uew wajor items--tape recorder, television, and washing machine. 











Fourth, the employment rate has greatly improved. In the cities the 
employment problem of 50 million job-awaiting youths was resolved and in the 
rural areas over 60 million laborers switched to non-agricultural employwent. 
In some developed areas signs of insufficient labor have already appeared. 


5. At the same time as we achieved great achievemeuts in economic 
coustruction, we also achieved great development in economic structural 
reforms and these have been paid close attention and been subject to praise 
both domestically and abroad. Our nation's economic structural reforms began 
much later than those in some of the Eastern European countries. however, 
since 1979 progress has been relatively fast. Our nation has already begun 
the process of changing economic structural models, and from the ossified 
System which negates the commodity economy, we have begun to change to a 
planned commodity economy system. The structural reforms first made a 
breakthrough in the rural areas where the widespread implementation of the 
household responsibility system resolved the problem of the "big pot" in the 
rural economy and greatly motivated the entliusiasin of the peasants. In the 
cities, through the readjustment of the ownership structure, with the base of 
the whole-people ownership economy as the dominant part, the collective 
economy, individual economy, Sino-foreign joint ventures and wholly foreign- 
owned enterprises have been developed. Also within the whole-people ownership 
system, reforms have been carried out in accordance with the requirement to 
wake enterprises relatively independent commodity producers and operators. 
This has giveu state-owned enterprises a certain profit motivation and 
decisionmaking power. 


6. In establishing and perfecting the market we have reformed the traditional 
economic movement mechanism which was centered on directive planning. Now 
directive planned targets are only one-fifth of the original number. In 1978 
there were 256 goods with unified prices, but by 1986 there were only 20 goods 
remaining with unified prices. In order to promote the formation and 
development of a market system we have carried out a reform of the price 
formation system, the funds allocation system and labor wages system. Through 
developing horizontal economic alliances, the mutual blockades between regions 
and departments have gradually been broken down. In general, the market 
mechanism has played an increasingly important role in national economic 
movement. 


7. In the change from mainly direct control to mainly indirect control the 
range over which administrative weasures are issued to exercise direct control] 
has been reduced, we have proceeded after putting the economic parameters in 
order, and we have made the necessary preparation so that economic measures 
can play a normal regulatory role. There have been a number of successive 
readjustments of distorted prices. The purchasing prices for major 
agricultural products has been increased and the prices of raw and semi- 
finished materials and fuels have also been increased. To a certain degree we 
have allowed the means of production to enter the market and have freed market 
prices. The domestic prices for some important import and export products 
have been selectively linked with international prices. We have also carried 
out adjustments beneficially to economic development, tax rates, interest 








rates, exchange rates, wages and other economic parameters. These measures 
have allowed us to increasingly utilize economic measures in carrying out 
indirect coutrol. 


11. Effective, Successful Experiences 


1. In summarizing the basic experiences in economic work in this period, in 
our economic construction and structural reform we have first adhered to three 
combinations: First, we have adhered to the combination of the universal 
truths of Marxism with our nation's specific practice, and at the same time as 
adhering to Marxism, have developed Marxism. The line, principles and 
policies since the 3d Plenary Session of the llth CPC Central Committee are 
the specific manifestation of this combination, and they guarantee that 
economic construction and structural reforms in the new period smoothly 
progress forward in the correct direction. Second, we have adhered to the 
combination of the four cardinal principles and reform, opening up and 
invigoration. We have botl guaranteed a stable and unified social and 
political situation and also avoided thie traditional models of ideological 
ossification and entrenchment. This has guaranteed the smooth carrying out of 
economic construction and the structural reforms. Third, we have adhered to 
the combination of planning and market, macroeconowic control and 
microeconomic invigoration, placing public ownership as the main part and 
developing other economic forms, and common prosperity and appropriately 
increasing differences in income distribution levels. This guarantees that in 
economic construction and structural re*‘orm we will be able to develop in a 
direction which accords with the building of socialism with Chinese 
characteristics. 


2. We have unswervingly implemented the switch from quantitative to 
qualitative economic development. by repeated exploration through practice, 
we have gradually found a transfer form which accords with our nation's 
present conditions: First, a change in the guiding economic ideology is a 
precondition for a change in econowic development models, and a change in the 
guiding econowic ideology is primarily deteriined by whether or not the whole 
party can achieve a unified understanding. Therefore we carried out a series 
of work activities tu bring order out of chaos and paid attention to 
criticizing the "leftist" ideologies in production construction, criticizing 
those rash advanced ideologies and workstyles which are overeager for success, 
such as "stressing accumulation and looking lightly on consumption," 
"stressing capital construction and looking lightly on transformation," and 
"stressing speed and looking lightly on results." With this as a basis, in 
economic construction, we gradually established a new guiding economic 
ideology. We placed high-level economic results in the primary position and 
replaced the goal of production for production's sake with satisfying to the 
greatest degree possible, the people's daily-increasing materials and cultural 
needs. We replaced the simple seeking of increased production value and 
volume with an improvement in quality, au increase in varieties and a reduc- 
tion in costs. Also, we replaced the mainly extension-type development mode 
with the mainly intension-type development mode and replaced the development 
of isolated prominent key points with balanced coordinated developwent. 
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Secoud, Tike Key to wuether or not ecouowic development models can be changed 
lies iu whether, after we bave gained a unified understanding of the guiding 
ideology in putting cconomic results in a prime positiou, we are able to 
appropriately collow tirougn with concrete reform measures and policies. What 
is particularly worth pointing, out here is that through a change in Che 
economic movewent wechanisu we cau begin to resolve the primary issue in a 
planned cowmodity econowy--linking supply ana dewand to realize tie price of a 
product. As producers orient thewselves to the market, sules will determiue 
production. Competition is already appearing in places in terms of increasing 
the uvuuber of types aud varieties and in raising product quality. Through 
aduoptiuy, a series of uew rural econowic policies we have preatly increased 
economic eificieney iu terws of the use of agricultural resources. Thus, ina 
4 situation where tue area sowa to rural product crops has not only uot 
iucreased but has decreased, production value and per unit area output have 
4“reatly increased, Through readjusting the national economic structure, 
industrial production has improved ecouowic results in the deployment of 
resources, aad the Former situation which existed For a louy time in which 
industrial cousuwer products were iu Cisiit supply tas been improved to a yreat 
de;jree. Through an improvement in priciusy signals in guiding financial and 
banking policies, jiavestors have beyun to pay attention to long-term economic 
beuetits, the investment structure has improved, avd the proportion of 
iavestueal in central major projects, especially in energy, cownunications, 
and othec basie industcies bas inereased. This uas stabilized the situation 
for improving wediua- and lony-term results. Departments aud regions are now 
payin, more attention to tie renewal and transtormation of eaterprises and the 
amount of iuvestweuat ia tais area has also inerceased. This also assists in 
improvins econouwic results. 


$3. Ln tae transfer of tue ecouowic structural model, throusti twists and turos 
we have j,radually, in teras of Coueeptual understandiay and decisionmaking 
ideas, realized three cowvinatious: First, we have :radually becowe clear 
about the need to combine the ur,eucy ana tue long-term nature of the reforms. 
fu pructice we have learned that the tradgitioual econowic system must be 
reforwed, and the sense of urgency ior retorm rows deeper daily. At the sane 
time, we bave sradually recognized taat reform is not ove act or a group of 
aclious, vut a wistorical process. Tuus, ia economic reforus we cannot do 
thinys inv one step or uarealistically require “accelerated transition." 
Ratuer, on the basis of avt losing opportunities and of engaging in sustained 
reform, we vuust do well io “passiuy tae five barriers and beheading tne six 
generals" for quite a long time. Second, we uave ;radually becowe clear about 
tne need to combine the divided, sequeutial uature of reform and its overall 
aspect. While takin: the economic structure as the center and carrying out au 
overall] reform o% the political, education, scientific, technological, aud 
cultural structures, tine ceform of any particular area cannot be achieved 
successfully iu isolation of che oihers. Uowever, aeitner cau they all 
advance at tne same pace, Rather, it is necessary to proceed from reality, 
and when dividing things on the basis ol their importance or priority, it is 
also oecessary to orsanicully coabine tuew in accordance with the demands of 
objective relutiousiips. We wave used a sradual advance model, together witli 


an overall, coordiuation transfer wmode. That is, the process oi refora is 
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sradual und is divided iato stages, but at each stage it is uecessary, as far 
as possiovle, to link togetber tie various aspects so tuat the reforms are 
coordinated, thereby reducing criction and suocks in tne process of reform. 

We have »radually vecome clear about tie need to combine the readjustacnui oi 
interests, tue stiuulation of interests aud the restriction of interests. The 
economic strutural reforms proceed from the readjustment of interest 
relationsbips and the use of interests to stimulate people. Regardless of 
whether it is in the implewentation of tie output-related respousibility 
systewa, in raisin, agricultural product purchase prices iu the rural areas, 
tue reform of the enterprise wage and vonus system in the cities or in tie 
reform of basic economic units, especially state-owned enterprises iu urbad 
aid rural areas, iu all cases tiie basic econowie uaits have veeun pvivea real 
interests in terms of enterprises’ tunds, after-tax profits aud retained 
depreciation Euads, aud tiuis as wotivated enthusiasm on aJ)l sides. towever, 
Simply usin prorit imecatives induces a situation iu wuich au enterprise is 
only responsivle cor profits and is uot responsible tor losses, wuiecn promotes 
Clamverin;, for incowe. Tuis vas made people dissutistied with proiit 
incentives. lui practice, we nave sradually recoyuized tnat economic reform is 
not purely tne readjustmeat of interests and is not siaply inducius, people to 
acihieve benefits or cea«peeted benefits. Rather it is givin, people equal 
Opportuntiy to euasa,e in competition and on tie vasis of Linwiny cuceeess wit 
interests aud failure with penalties, puttius; restraints on people's 
interests. in the reforms, units thut really acinieve suceess will be those 
toat do not one-sidedly rely on interest incentives, but rely on streagtiened 
interest restrictions tnrousy tiie symmetry of rewards and penalties. 

4. The work in this period vas proven tat tanaliog tue relatiousiip between 
economic coustruction aud econowic reform is a complex art. When tie national 
economy is in an extrewely unstable situation, the appropriate change in the 
developwent model is a necessary condition for cian;in, the structural model. 
fu 1976 our natiou's ecouony was in a situation where the proportious were 
seriously dislocated. The party Central Committee did not lose the 
Opportunity to put forward strateyic policies of readjustment, reftora, 
reorgauization and improvement, waile placios, readjustment in a prime 
position. Tne lead set vy tue rural reforms and tine elfeetive readjusiweut of 
tne overall economy prowotea tie urvad reforws in developing, frow individual 
points to an overall phbenowenou. Again in 1985, when our nation's economy was 
in a situation of “overueated" economic developmeut, tue party Ceuniral 
Committee imwediately strensltiened wacroeconowic controls and in Lido, in the 
reforws, adopted the priuciples of consolidation, dizestiou, supplemeatiny aod 
improving. Throusi an appropriate reduction in speed, condilious were 
created in wiicu reforws could be deepened. In the course of advaucement we 
often face tbe cuoice of whetuer to place developmeut or reform in tae priwe 
position. Practice vas proven that tie rational choice is that ecouomic 
development, in tae suort—ierm, is subordinate to structural reiorm, out 
ecouowic reiora, iu tae lony-terw, is suvordinate to economic developwent. La 
this way we can ,uarantee in an overall way toe proper handling of the 
relationsiip between developwent aad reroru. 
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Lee. ae ‘lLeus iu (iw Advauce 


lL. Cfo the last iew years we have cealized yreat successes in the ecouomic 
coustruction aud eccouowic structural retorus. At the same time, there have 
veou many provlems. These problews in our advauce have mainly veen due to the 
Fact that tae changes in the econowic development model aud the chanyes in the 
ecouumic structural model have both oaly just begun. We are at the stage 
where voth tue old aud the uew models exist tovether. [t is thus inevitable 
that various types oi Friction aud coutradictivous will arise in che process of 
chuaye. The most prowinent are Che tollowiu, Ciuree problems. 


2. ‘The tirst problew in our advance is that the issue of balancing total 
dewmaiud aud total supply in tie uatiousal ecouomy has uot been well resolved. 
the contradiction which exists in tne traditional developweut model and the 
fragitional structural model whereby there is an expansiouist impulse but 
restricted prowin ia supply has all along troubled us. by the end of 1986, 
although there had beeu a change for tie better in teras of the imbalance 
betweeu total dewand aud total supply ia the national ecouowy, the problem 
still existed and was prowincatly manifesied., There were still financial 
deiieits, the seale of bauk credit was too large, aud although the growth in 
prices had been controlled, tne base lad vot yet been consolidated. 


This produced unhelpful efrects iu two aspects. Ov tite one hand, it did aot 
peneFrit tue stable development of the economy and on tite other haud, it did 
wot venefit tae smooth carrying out of retorm. Seeu frow tie econowic 
development angle, LE we compare tide iluctuatiions iu ecouowic development with 
those in our aatiou's history, we see thai tie scale or fluctuations in recent 
years oas veeu saaller tiau those io the past, aud the period of fluctuation 
uas been shorter. However, seen from the Fluctuations in tue L979 to LYdl 
pertod aud the period from the end of 1954 to L9Y60, especially if we look at 
them Ou a quartecly oc wonthly basis, tie econowic developaent fluctuations 
were certainly vot swall. Facts have shown that every time tuere is 
uncontrolled yrowtu in investweat demand aad tie Ccoasuamption growth brought by 
tuis, altuoush in Cue short-term we way see tie tendency of nivh-speed 
ecouomie ;;cowtu, the reliauce on Ltinaucial dericits aud dewand growth 
supporied by the excess issue of money will be divorced From national 
streagtis and the appropriate supply will oot be availavle to puarantee it. 
After a suort period it will be necessary to curry out readjustwents and to 
adopt Compulsory weasures including tue discoatiouance of capital construction 
projeeis in oraer io cut back demand, and to implemeut econowic readjustwents 
in order to yreaily reduce the growti rate. Wheo Fluctuations occur in 
economic developmeut because of this surt of one-sided pursuit of scale and 
speed, it always tappens that tue speed of economic growtu is low. As fur as 
a lary,e developin,, couutry Like ours is concerned, when there are many thiags 
ro ve done on all sides, only maintaiviuy a certain speed of development, and 
wikin, the pie a bit viyser will it be possible to progress. Lt is for this 
reason tanat woen demanua ivflatiou occurs, tnere are difiering ideas as to 
wheter we shoula cut back demand or uot. However, if today we do uot cut 
back a Llitile, tuen toworrow we will bave Lo cut back a great amount. Ouly 
if, wien tue economy is growing, we pay attention to avoidiny excessive growth 
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in demand, and strive to acinieve stable econowic gevelopweat will we nave a 
fairly hiya rate of econoaic -;rowtii in the long tera. 


Tne econowie structural reiorms in tie last tew years uave veeu carried oui ia 
a situation waere total demand and total supply uave vot been very valanaced 
and the econowic eaivronaent as vot beeu very relaxed. We certainly cuuaot 
wait tor a stavle relaxed euvirouweat to appear since toat would not coatorm 
to tie masses pressius hopes for retorm. Uowever, on tue ofver and, carryia, 
out retorw in ecuonouical ly uustabdle conuditiious will of ten produce Various 
types vi fFrictioa and ine resulis will vot be 4uv0d. Tine pricing reiorws were 
Carried out id a situaiion whea there was overdisiribution [chao reu pei 0389 
0433 6/92; of national incowe aud tie woney supply was a little excessive. 
Taus, although Laere was au iwprovemeat ia tie irrational pricius sysiew, 
because of excessive geuwdiad it was inevitavle tit prices would rise by aa 
excessive de sree aad this obstructed Che Further rearrun,iny of tue pricina;, 
systeuw. Tuereftore, although reform and the reform eavironment are iaterlocked 
by Cause dud eitect and tie self-restraiuiny wechavism of sioulderiny, risk 
respousivility in iovestment can only be Formed throusyh tiwrou,i rerorms wieu 
the economy is not stavle, if we want to carry out relatively wajor economic 
readjustmeuts quickly, it can easily happen thai the reforws will advance two 
steps aud retreat one step, which will wake reform a loas drawa-out process. 
Tnerefore coutrolliug dewing inflation, reducios aud doin, our best to 
Climwinate tue overdistrivbubion of aatioaal income aud striving to aciieve a 
relatively jvod reform environaeut are thie .s we must regularly pay attention 
Lo. 


3. Tue second problem in our advance is tiat we vave uot yet truly resolved 
the issue in the tiraditional economic wodel where economic results are 
universally low. fa tue villases peasants’ eutausiasm das beeu wotivated, vut 
tue overall use of economic resources in rural areas vas vot deen ideal. Tie 
resdjustmeut of ibe rural ecouowic structure and especially the readjustucnut 
vf tue iuteraal structure of asriculture relates to the improvement of the 
developwent anu benerit of rural resources. tlowever, tue irrationality of 
prices restricts the ratioual readjustweot of tue atructure., Also, the 
general di spersed uature ol operations nas weant tuat tae seale of ecodomic 
benefits das voi been pur on ive asenda. fae peasants’ entuusiasm ior 
investin, iv a sricultural production aas not beea wotivated and tCuere was beou 
a lot of dawasye bul Litile construciton in teras of Lields, water couservanucy 
facilities, and larye and wediua-size agricultural tools. Llu urbaa iudustry 
wore attention is still paid to guaniitative inerease thau to qualitative 
iucrease and they do wot hesitate to iuvesi nighly to guarautee output value, 
This prouuces various kinds vi waste. wien cuersy is provided, processing 
iudustries can develop more quickly. towever, the situation io whici a lack 
of electricity aod transportation ave restricted tae utilization of 
production potential bas vot yet been basically cisinged. The improvewent iu 
product quality and caugoses iv varieties nave noi Kept pace wiih cuun es in 
consumer demands and tue consuaptiou structure, Technical transformation and 
technical process uave vot kept up with tie speed at which tecaunoloyy is 
becowing outdated aad tue iaternational competitiveuess of products is still 
fairly low. Foreisga trode losses reauioa high aud excnam,e costs coutiuuse to 
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rise. More importantly, seea in terws ot mediua- aud loug-tera developmeut, 
wot siressing tie quality oi iavestmeut and ia particular not stressin;s the 

cole ot technical pro;ress aud leadia; industries in structural transfer, may 
lead fo a situation were taere is insuliicieuwt reserve streagzth for overall 


econowic devel Ypuenl, 


What is wortuy of attention is that several important indicators whici re: lect 
economic deneiits ure siowiuy, opposite tendencies. Seen From per capita 
uational incow:, the rate of .rowtia ia cecent years uas beeu rapid, which 


"oie" iss setting biygzer, and wacroecouomic vevefits are j,ood. 


Slows tit Pie “aes 
ilowever, fae profit tax rate of iuagustrial output value is decreasia;, and in 
receut years aas oeen at only two-tairds of the uistorical highest level. 

This iudicates that cconowic benefits are uol good. Tuese opposite tadicators 
tell us: Ll) Yue inerease ia the proportion of JLi,,at industry duriay tie 
economic structural readjustmeat ja receut years vas resulted iu au upward 
Fendency La macroeconowic veuelits. UWowever, the econowic structural 
readjustmeat as voi yet penetrated tue deeper levels and tuis restrains the 
furtier improvement of results. 2) The decliue iu the proiit tax rate of 
industrial output vaine siuows tuat enterprises’ operations managzewent is still 
poor, aud also iaucludes Luctors such as price increases in raw waterials and 
iucreases iu tue exaggeration of duplicate caleculatioas in output value. 
Another major ceasouw is taat ia recent years tae “rowlih iu total wages of 
stati and workers las beea faster than tue srowth iu outpul value. Fron 1904 
to l¥od tne iastest annual ,rowth in output value was 13 percent, while tue 
lowest was 9.2 perceut. towever, over tacse 3 years tae srowth iu total wayes 
ol stati aud workers was more than 20 pereent aunually. The cost of Wages tas 
clearly riseo, resultio, ia a tall ia the output value of tue profit tax rate, 
and irow the Fiaancial angle, ecouomic veuehits have aaturally declined. 

fius, the road of simple reliance on reducinu, taxes and givin, up protits in 
vraer to wotivaie the euthusiasa of eaterpcises ead stafi and workers has cow 
fo an end aod it will ve diificult to sustuin it. Toe iaportaat problem we 
vow tace is vow to ure cuterprises, ou Cue vasis voi imptoviuy proauction 
vperatious aad raisiug ecouowic oeneltits, to inerease retuined profits and 
strive to realize appropriate growth io output value, uatioaal income and 
prolit taxes paid. 


fue frictivn appearing durin, the trausier period ia our natioa's current 
econowic development wodel gud ecouowic siructucal model way cause economic 
eutities to cousciously or uncouscivusly wove ia a direction away From the 
improvement of ecouowic benefits. For exauuple, a ti,ht supply of raw 
waterials way faclude enterprises to iacrease their stocks. Under a tar,et 
dSnessuceul Cuain or aa increased tax base cuain of reyulations, enterprises 
Will wet raise proiit rates throu, iuprovin, eliiciency, but will iacrease 
the awouot of profits vy expandiu, production tiurough extension. Lu a sellers 
waraset eavironmacnt, a short supply will oot prowote eoterprises to develop aud 
produce new procucts, out will to fact lead to a deelioe in quality and 
eifietoney. Payio, attention to output value ana lookiu, lij,atly oa 
erPieiency is a habit anieh tas formed over a lou, period. Growto iu output 
value js still the siaauard for assessing achieveweuis and selecting cadres, 
30 wien eubetprises, departweuis, of ce ious are praised aud rewarded for 
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uisuespeed srowti lu excess oi fire plaus, if furtoer prowotes tue clamberin,, 
fur output value speed, aud ao vue pays widespread utteutioa to raisias 
economic ei ficieucy. The appearance of ‘ihess situatious shows tiat tiaere are 
stil provlews in our advaice aud alsv sitows Tast ouly it we iwplemeut Lie 
correct: policies aad weasures and truly resolve well tue probledas in tne 
Chan,eover of developwent models aad structural awodels will it ve possivle to 


trully tap tie vreatesi potential iu terms of iaprovia, ceonomic citicicucy. 

+. Tue ivire problea in our auvance is that iva fae economic structural 
re.orus we vave volt resolved well the relatiousaip vetweea culiveuiin, 
vaterprises aud iapruving the econouic woveweat wecuanism. La tie last iew 
years the achieveweats realized in economic construction wust uadoubtedly to a 
reat ue,ree db’ userloed fu tue econowic rerorws. aowever, Cue prool ows aud 
difficulties ia econowic Cousitructiou are closely counected wita ii 
incowplete cianyzeover of tie Structural wodel. The reason tnat the structural 
wodel chan,eover nus aot developed [aster aud wore new probleus have occurred 
iu the cuaugeover Jies ia tne Fact that we bave vot uaudled well) the 
relatiousuip vetweea frestructuriug tue wicroecowowic dbase and iuproviii, tue 
woveaent wecianism. lu ie lust Cew years, titou;o sireamliniug and uandino,; 
down power, we nave improved the relationship between enterprises and their 
leading, units. by implewenting tue measures of profit reteatiou, profii 
couifucts aud replacia,, profit delivery wits payweni of takes enterprises nave 
been siveon tucic own Financial power and Fiuaucial sireasth, aud taey are wow 
more lively tian before. At tue sawe time, price retoras have improved tie 
situation of disterteu prices, circulation channels Lave been cleared, the 
weds Of productiou Quve entered the warkei aud tae orofrit rates, Patreresis 
rates and exchanye rates lave all been readjusted. This aas iaproved the 
external conditions for the use of tie warket weciauisca in economic movewceut, 
fuis nas effected chanses iv the activities of euterprises and protit 
WOlivation lids veeu strea,theued. lowever, fu anetier Cespect, within 
enterprises 4a mecndauisu vy which To cowoiue lon o-tera tatecests aud short-term 
iuterests is still lackius,, there is vo stroa, consciousuess of selt- 
transformation aad self-development gad tuey ave a poor avilily to accord 
Wits macroeconomic and warKet euviroummeouts. Katerprises teud to plan foeir 
activities only in the short-term and the problea of enterprises’ only takias, 
responsivility ior profits and uot takiuy responsivility for losses has becowe 
prowiueat. 


iu tne econowic stractural ceforus tae iuteraal wechavisa for rerormin:, 
enterprises’ operations aad the extervual coaditions for improviuy, enterprises' 
operations arte witual causes aau effects and are conditional upou eacii ofucr, 
Neither can ve oe,leeted. However, seo From fhe preseat situation, it is 
oenerally the case that enterprises’ iuterual operational mecuavisas inive not 
veen Chan eu gud fie uanitins down of power to euterprises and allowias Chem iv 
retain prorits aas wot resulted iu evterprises taking; ou appropriate ecouowic 
responsioiliiy. Therefore it is wecessary to iollow tie ideological tase ol 
separating Ownersiiipy aud operational risits and restructurin, tue ecouowic 
Ouse? SO That eaterprises truly becowe relatively indeyenaeut conmoditly 
producers anu tere is au economic wecuauism wiicu will allow thew to take 
respousibility tor votu proiits and losses. This will improve eaterprises 
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seusitivity fo chau jes in the warset and respouse to macrovconoaic coutrol 
pitaweters aud promote the implementation ot fae roles of tie wmaraet awecugaisu 
daa iudireet’ control measures. by Lurtier appropriately iuproving tue warKet 
Jud wacroecouowic coutrol wechunisas ti will ve yossible to rurther prowote 
tie deeper ceforu of eaterprise operational wechauisas. This way pusir the 


economic siructural reioras to a dew stare. 
LV. fouwartds a More Prosperuus Koau 
Ll. At present, tue developweut of tue vnatioual econowy is at a inizuer-level 


, poiut., ae aeed to use uew vision uad yreater elflorts to 
orasp the ;00d opportunity vistory vas ,iveu us, persist in tae chau seover of 


bisterical turaia; 


tue developaeat wodel aud tue structural moael, accelerate the process of 
secialist modernization and strive, wituvia not too luony a period, to pusu tne 
cauanjeovec of tae developaeat wodel aud tue structural model to a new staye. 
ée Lu future aational econowie work we saould adopt eifeetive weasures in 


vurious areas aud strive to acaieve loa j-tera stavle deveiopuent of Cine 
wational ecouuowy sine this will be venelicial te tie stable changeover of the 
structural woiel., la the caanjeover process of tie developweut wodel aud tie 
siructural wodel, sow: uwew provlems way arise iu econouic activities, sowe 
iucorrectuess way appear in tae process of sucial production aud at tiwes, it 
will be difiieulé to maintain staoility iu tue national econowy. lowever, 
vecuuse of tuis we cauuot slacken eriorts to aciicve a stavle economy aud a 
Celaaced economic envirouienai, [n tetas ob a stale CCOHOMY , in the siort tera 
Tae waity still lies ia cootrolliag ueuaud fuibution agd price Cises created vy 
investucol inilatiioa aud consumpiiou iatlatiou. The  rowth in total supply 
over a set yeriod is liwited. There are also delays of various leugths ia 
chan iu, tue supply structure itseli. Thus, we wast place tie focus, iu 
realizio, vbalauce veiweea total supply and total dewaud, on controlliag total 
total demand it way affect tue 


jrowti of total supply, we cauuol use this as an cacuse to not coatrol the 


aewibl Gdublatiiou. Altouou,u wien coutrollius 
overheated econouy. OF course we wust do our vest to laprove tee art of 
ecououic Ccoulrol to avoid au ceacessive reaction which way result in avoorwal 
sorinkaye Ta tiv economy. Second, we canvot overlook the yrowta of total 
supply. Transportation aad eversy (electricity) are still the “bottlenecks” 
restrictin,, tae wmovilization of tae production capacity aad restrictin, the 
sfowth of supply. fhese aspects wust be grasped well. lu teras of 
ajriculture, ivova jraia production figures jin L4b5 ou LYG6 were both down frow 
tnose iv LYo4 and “warvias” signals have oeen produced. If we do pay 
attention to ,uaranteeciog grain aad asricultural results aud to vew 
suvestwensi, our vwatiou's econoaic vevelopueut way be severely aftected. Of 


course, when stiuulatin,, jrowtu ia toial supply we cannot induce intlatioa of 


fotal demand. lf we do, we hd y vaperiouce ua imbalance iv a ditiereat 
slimation, Because tae econowie structure is aow in the process of cuauanging 
over, tne iactors leauing to dewsud inflation are both reluted to tue central 
jinaacial budget aud also related to tine localities, departweats, anda 
euterprises. Tits tuere is a weed to improve tae art and wethous of coutrol 
directed at tae vew situation, Not only must we repress demand aud achieve 
economic Siability at the preseut stage, but wore importantly we wast uaily 
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tue suori-terw stability of the econuw, with low -tera stability and strive to 
achieve lua -tera, nisuly-ercective stable developacut. 


+. La persistia, io the chan eover vi tne ecConowic deve lopweut model we mist 


always proceed row improving, economic veneiitss ta Arrant as produc lion saan 
coustructiou. Our aatioa's econowic construction nas already eateced a ucw 
Staje. Tae indicators of tiis are that the provlew of targe amabers oF youtass 
dWaitia;, eaployseat in the cities ani towas has Deen basically resolved aud 
surplus rural lavor uas been relatively rapidly transferred to uonu- 
agricultural imiustries. This ags provided beneticial couditious for tae 
Cuanse Efouw quautitative jcowlh to qualitative «rowti. Thus, after auifyiu, 


understeundio;, ia fue ccowonic juidia, ideolosy, we atiol lave appropriace 


policies and especially reform weasures to follow Hh. At preseui we wert to 
pay special atteation to furtuer alleviating the structural coutrodictious ta 
tue uational econouay aad strive to prowote a structural chan,e in Cue wational 
econouy. The key to this lies in accelerating, technolosical oro ress aun 
increasiny aediua- aud lon: -tera investwent quality tivo promote tle sicuetucal 
pro.ress of the overall ecouomy. Second, we vatist strenethea tue coastructiona 
Of industries producia, yoods in short supply and busic construction, and as 
far a8 possivole promote tae production of tue means of Livelinood to accord 
witn tie uew, uigherc-tacowe consuaption structure, la tits way We can Pemedy 
tie differences between tie changes iu tie demaw! structure aad coustuap! iva 
structure, auu fae production structure, Furtherwore, as quicaly as possivle 
we wust formulate overall etieective iadustrial policies wuica taclude vaajuara 
jnudustries, priority develupwent industries, Cecunical wmatiastay touuitrics, 
Jind Foreisi-caxcdduye earning iudustries. Tuese soould be comuiaedn witu 
iuport-eaport policies ia order to plan tie vaste set-up aud deve lopacni 
Situstion fuer our vaativa’s iudustrial structure, We aust then adopt all 
easible weasures, aud with the precondition of jjuarauiceia, the a,ricultaral 
base, selectively agg approyriately accelerate the developwent ot Ladestry, 
particularly tue provessiny iadustry aad services industry tiou jwout: Cue 
eutire ecououy. 


4. La tae refora of tue overall ccouowy, we suvuld take rewolding, the 
wicrueconowic vase us the central ling gad aaadle well the relatiousuip 
between refora, the formation of the market and tie switch From waiuly direct 
controls to asialy iadireet controls. ta tie last tew years the posttive and 
ieypative retore VePeChences ave alroady sow) fine Correctaess of Lavin fae 
COliveniay of tine basic economic unit of euterprises as the «ey link ino 
ecouomic retorm,. La tae overall natioual ceconuay the situation of economic 


reiorm pressingly requires us at tae oresent sStuge to pl feu Cane deepoutiuy ut 


tile’ eulerpriae retorus,. tiuto tue ceauter ot fue CCom~die Cerota sta i*%~6 dias” 


reason the rural CCOMOMY Piles provlems in iurtuer retora is oeeaise baw 
cousclousaess of peasauts' ftavestwent iv agriculture is vot strow,, and there 
gre no stron, reserves ror agricultural production, oti tue state and 
localities Guould tucrease their iaput into apriculture and motivate tae 
Culuuslasm of (he vast wasses of peasduts to tacrease tueir tovestmeat in 
ayticulture., Also, on tue basis of pertectia, the outpute-celated contract 
responsibility aystew, tl is uecessary to develop diverse forfas of ecouomiec 
Jlliavces, utilize the auvautayges of seale, appropriately earry out tue 
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reaGjUustiueutl ol tuc imueusttie! utructure in tuc rural cress Luither auc oa u 
lotoen etale tap the potcouliat sot prowaction tua villages um ta tints. wa, 
clivaply promote tue stable development oF the sural ceedouy. Also it: 
weCensaly lo @ Cfectet ce tee CO .Upport dae victories achticved sis Cin 
ecomaic structural Teiuras ia tue ciliecu. the Gaiitcullics buceu vy vidas 
Cheha eovVelumment aid Peruvian tt yuire Couleriuys afouuas tie cul ivourh | Os 
Cuteiprises, cspecially lve cCuliveniag GO. lateer Guu feds SIZE SlLeleomowtins 


eller rise. dtm Carrying out lie Cooratuateu Ceroru Of COoumIC paotis.ailct.., 
wifantl ayilews. wovemcul weChuuliws aie Coutryul wedoUres, tu over lu seen reul 
process tu ourean economic relorw. ln tiis way we cuu quicaly Ltee Cle jy tcul 
prowection potential Coutaiuew tu stetle-owacd calerprise. am: tucreoy lay a 


et bactiober secttie jor ituture rclorm iis all sl IC elise 


Piasl, tu ofuer co strenmetuen the otructural celorm oi culetyprises, we cist 
Chg lie vatic Chat OL Chou it ta Calefprise retote tiow bemiia, Guwi powed 
aaa sllowie proiats lo be retatnew to the separation of owuerhiuip riyuals aud 
vperetional rijuts. The expausion ol our caterprises’ cclorm: over tuc last 
jew yeeros have chown thut Cakiu, the nawiiny, dowu ob power ane al lowiny 
prusite to wo feteiucs as the polut of eepariure in carrying oul) relores ives 
Culetphices & Certuin sulonowy, vel coulinuiny lo catty oul relotas in 
eccoruchce witu tiis trata of Chousntl will ouly we able to cuauge tire 
oisttivation of interests aug will wot be able to change tue cuterprises' 
operacional wecuunism. Also, by lowdity, Gown power we ate sowtuy Che seeds 
ior tic tulure recovery of power. Li auotuer respect, secu ltom curreut 
econouie sevelopaul, lie socialization of provuction bas already made lint 
icpurcdion Of owuetsuip aipuls gad operational rijpits tue historical trew. 
Tuus, the easic traiu ol tuousni in rclorminy eolerprises is to lake tire 
separutiou vl tne two powers as the principle aud to po about tiie enliventay, 
ol cule ryl ises vy ieparat 1 aay’ Gowiie rss 2 tam opcrators. 

hecond, Chis oroge colorm oosgull ior culivenlup culetprises al present 
reyguires: tual we teuke tue Cuon,iuy OF Cuterprises tuteruel operalioual 
reviunisws oS the main Gireetion oi osseull in enterprise relorm. when we 
were Cocaped tu the tiret step of tin relorms tu the cural eican the proolew 
vi caterhul operatiapy Comiiton truly waa uvl vee COmpliclely cesulved. 
owever, vy Curing Che Cauauciog of tue tuterua!l operatiousl wecuuuism as the 
waite Girectiou ol assaull, ai ome stroke we were able to resolve the problew 
of “coting trom the sawe vig pot™ iu the villayes. la the reform of urban 
ntute-owned enterprites, the key ties iu truly uotiyiny aad closely Compiniuy 
respousibilitlies, rights, ami iuteresis. Only thus will we ve able to make 
lie the COmmuuirty producers aud ogeralurs which vot only bave tigits aad 
interests, but elso which Cake ou the oazards and respousibilitieos of lueir 
Operations. That is tu suy, the hey tu tie present culiventiuy of chterprises 
is to correctly waster the major asseult direction in rciorwing enterprises’ 


roternal wmecuauisws. 


Thicd, the change in enterprises’ iuternal operational wees avisws wast be 
liukea wilh on improvement iu cuterprises:' external operstioual cuvirouwents, 
gud wust ve courdinuated with the lorwation of the muract systew aug tie Chauce 
trow waluly direct coutrols to watuly imairect couirols. Llu tuis way we can 
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yuarautee tone decpeoniny, and success oi the cuterprises' structural rcciorm gus 
improve the results of reloras in other jiclds. The changes in the 
wicreeconomic base will improve the seusitivily of enterprises.’ respouse to 
the warket weciaunisw. By implementing, in & courdineted way, the chan,cover 
Oi the moVewent wechanism and the readjustweul of economic puraweters, their 
role will be wach greater tnau in the post. This will prowote Clie 
ratioualization of cuterprises’ activitics ana will iurther utilize the 
potential within enterprises. 


As to the concrete form for cuau,ping euterprises’ iuterue) operational 
mechanisas, lor swall-scule state-owned cnterprises: we can soopt tue lloras of 
leasing or coutract, while tor the wediue- and larpe-scale slats - owned 
enterprises we cau adopt the operational poal responstvilily systems, assct- 
vperation respousivility systcuas aud pro;ressive prolit: increase 
responsibility systews. These dilicrent operational respousibilily jor ive 
the riguts, respousibililies, aus interests to Operators and to enterprises, 
gua in this way enterprises will iorm tucir owa vevelopwent poals, which will 
change tne tendevcy tor enterprise operations to incorporate ouly short-lere 
uals. The shareholaing sysiew is also a form by which Owueraaip riputs aud 
Operation riphts cun ve separated. Thiss beuelits the Goevelopwent of Giverse 
ailiance torms gud is convenicut to reisinuy funds irow ailierent sides. It is 
an Ofpauizational torw which accords with tuc dewauds of proauction 
specialization wud can continuc to be explored and experimented with. 


ju order tou enliven tie structural reiorsa ol ecuterprises we weed to pay 
attention to tne tollowiny: lL) Wwe must have a tull understanding of tie 
ditficulties and risks involved in enterprise rceiorm. OF the provlows: waich 
have arisen in the ecuterprise reiorms at present and whicu necd to ve 
prevented and resolvea, the major vues are: first, cyuaitay cote iyrice reiorw 
with traditional probit coutracts iustead of chanyiug, tie iulernal operational 
wechunisw of enterprises, and this tas brought about fuilure in cutlerprise 
relorm. Second, enterprise relorac have becowe the sturtiopy poiut tor a uew 
round of income inilation. with tue talaoc si,;ubuoard of eutcrprise sheres, of 
with the undervaluation of culetprise assets, stute eusets have been carved up 
ung public assets have vecowe private oues. Furtherworc, the reiorm to 
strengthen Operations huve, with ebsolutely no basin, been equeted wilh 
increasing operations iucomwe anc tits les led to an ivecreuse iu the incomes ol 
cueres and stall gna workers. 2) We wust strewtuen puidauce over cuterprise 
reforms aad preveut the deviant trends which wont casily occur in 
microeconomic reforms. licence, we ueed to eusure that the operation and 
impleweutation ol the forws is socialized, ceyuential, and resularized. 


1/9599 
CSU: 4006/7360 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


METHOD FOR REFORMING STATE OWNERSHIP REFUTED 
HK270515 Beijing GUANGMING RIBAO in Chinese 9 May 87 p 3 


[Article by Wang Junyan (3769 1498 1484): "State Ownership Is the Final 
Result of the Separation of Two Kinds of Power"--passages within slantlines 
published in boldface] 


[Text] Reforming state ownership with the method of separating the power 
of operations from ownership has now become a hot subject of the ownership 
reform theory. But this plan does not have an accurate understanding of 
the contents of separating two kinds of power and the connotation of state 
ownership and, therefore, cannot help being divorced from reality. 


/An indication of the separation of two kinds of power is the establishment 
of corporate property ownership. The state is the corporate owner of public 
property./ If we simply take the separation of two kinds of power as an 
activity in which the owner does not directly deal with production 
operations and management, then the separation of two kinds of power occurred 
at the time of tax contractors in the Roman Empire and the big land 
contractors in the feudal Middle Ages a long time. But there is a difference 
of fundamental character between the early land operation centering on 

fixed assets and the modern assets operations centering on movable property. 
Land cannot move. During agricultural production there was no need to 
exchange land and, therefore, an operator could start operations as long as 
he “owned" the land. But the modern assets operations takes the exchange 

of capital as its basic precondition and content; it also entails risks. 
Commodity exchange can only take place between owners. Therefore, to 

enable asset operational activities to be independently carried out in the 
absence of asset owner and to protect the interests of asset owner it is 
necessary to install a property right independent of the owner in order to 
exercise the function of ownership necessary for the operational activities, 
to sever its link with the other assets of the owner, to delimit the 
operating assets, and to define the responsibility for increasing the value 
of the assets. That is to say, corporate property ownership emerges 
following the development of a joint-stock economy. The split of ownership 
into ultimate ownership and corporate ownership is the outcome of the 
development of commodity production. It distinguishes between the operators 
of commodity production and the assets’ ultimate owner. It is an indication 
of the separation of two kinds of power in modern times. 
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The emergence of modern state ownership is the outcome of the separation 
of two kinds of power from a partial area to the whole society. On 

behalf of all the people the state holds the corporate ownership of assets 
which ultimately belong to them. The state has never been the ultimate 
owner of property because ownership is a beneficial relationship among 
people, which should be put into effect among a certain number of social 
members. The state can only operate social assets according to the will 
of society and the state organizations, as well as their members, do not 
have the power to willfully dispose of the assets and to use the earnings 
belonging to the ultimate owners. For this reason, state ownership itself 
is the outcome of the separation of two kinds of power. It does not have 
the problem of continued "separation." 


/Another aspect of the complete separation of ultimate owners from operators 
is the direct unity of operators and corporate owners. As a corporate 

owner the state should not let the power of operations fall into the hands 
of others./ The power of operations is the specific application of assets 
ownership. It cannot be independent of ownership. The fundamental aim of 
instituting corporate ownership is to provide non-proprietors with the 

power over assets so that they can wield a corresponding power of operations. 
Without the power of operations the existence of corporate ownership would 
be meaningless. Therefore, the establishment of ultimate ownership and 
corporate ownership is bound to directly unify the power of operations and 
corporate ownership. 


Since the institution of modern state ownership direct operational activities 
have been separated from the ultimate ownership of assets; gigantic state 
economic institutions have exercised their corporate property ownership 
through direct operational activities. If we take the transformation of 
state ownership by the separation of two kinds of power as prohibiting the 
state from continuously holding the power of operations, then its status 

as the corporate owner of public property will be meaningless and will no 
longer exist. 


/The development of the separation of two kinds of power has been 
strengthening the interests of ultimate owners and their supervision over 
operators. The people call on the operators of public property to serve 
their overall interests more satisfactorily./ The historic development 

of the separation of two kinds of power means the constant strengthening 
rather than the weakening of the interests of ultimate owners. This is 
because this separation is not the outcome of entrepreneurs (operators) 
seizing power from big bosses. On the contrary, the owners themselves 
have transferred the power to the managers who are trained by them and are 
in their service. Therefore, the separation of two kinds of power is the 
inevitable trend of the owners protecting their own interests under the 
conditions of new social productive forces and it consistently develops 
along the path of strengthening the interests of the owners. After 
separating themselves from direct operational activities, the ultimate 
owners do not lose their effective supervision over the assets operational 
activities. In the early joint-stock companies the supervision was directly 
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conducted by the general meeting of stockholders and by the participatior. 
of major stockholders in the boards of directors. The stockholders of 
modern joint-stock companies, however, indirectly control the operators 
through the purchase and sales of stocks. Far from touching the foundation 
of private property, the capitalist separation of two kinds of power has 
strengthened the interests of private owners. 


Therefore, since its inception socialist state ownership has been safeguarding 
and developing the common interests of the whole people and the operational 
activities of the state have always been subject to the supervision of the 
people and their representatives. In reforming the state ownership, we 

should also strengthen the overall interests of the people and their 
supervision over operational activities. 


From the above analysis we can see the problems of the plan for separating 
two kinds of power. The state tries to preserve its corporate property 
ownership but is deprived of its power of operations. This is not only 
contradictory in theory but also unworkable in practice. The plan puts 

the emphasis on enterprises. However, as independent commodity producers, 
the enterprises want very much to have clear-cut corporate ownership of 
assets. But the plan only stresses their power of operations. The 
operational activities of enterprises must conform to the overall interests 
of the ultimate owners and be placed under their powerful supervision but 
the plan for separating two kinds of power centers only the interests of 
the operators and the group interests of workers and staff members. The 
plan has precisely reversed the two basic aspects of enterprise relationships. 


/12858 
CSO: 4006/723 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


RENMIN K1BAO ON CONTRACT RESVPUONSIBILITY SYSTEM 
HK200U521 Lbeijiuy RENKIN RIBAO iu Chinese 16 May &7 p 5 


[Article by Liu Tonglin (0491 2/)7 2651), Li Peng (2702) 5570), Lo Fenyling, 
(/12U0 7055 3761), and Wang Lun (3709 0243): "Several Questious Conccrnin,;, 
Implementation of the Contract Respousibility Systew" | 


[Text] A Brief Review 


Tne development of cnterprise reform over the past © years cau be stimaed up 
into the followiuyg four stlayes:: 


The first stape: The experiments conducted on extending the decisiouuukiu;, 
power of cuterprises irom 19/6 to 1986. 


The experiment first started among uw small number oj enterprises in Sichuan 
{rom Uctober 1978 and then pradually spread to all Jocalitlics: throughout tire 
country. Un the basis of summing up the expericuce of various: localitics, the 
State Council prowol,ated five documents in July 197% which included extending, 
the decisiouwakiny power of state-owned cnterprises aud reteniion of profits. 
These documents proviaged the policy basis ior delep,atiuy, power, clariny, 
venefits, and iuvis,oratiny, enterprises. by tbe end of TSGO, tac number of 
enterprises undergoing the experiment totaled 6,000, accounting, for Jo perceul 
of the nativa's vudgeted industrial euterprises, 60 percent of their output 
valuc, and /V perceut of tueir protits. Through the experisent couducicd at 
this staye, the cutecprises had some power in planbiijy, warketing, utilizing 
tunds, and appointing and dismissing, middle-level cadres. They pruduselly 
vecame relatively inagependent economic cntities irom beiny the appendages to 
the administrative orpaus. As the relevant reforws were wot carried out 
correspoudingly at that time, the powers entrusted by ti state were not fully 
wranted to enterprises which affected the reforw on exteudiny, the 
decisiommukinuy power of cuterprises at the first stage. 


The second staye: The economic responsibility system tried out irom 14%G)] to 
1y¥i2. 


To tultill the tasks of turning over profits. to tie state, all localities, 
based ov the experiment on extending the decisivimaking power o) cuterprises, 
tried out the system ol coutracting profits awonpy industrial euterprises ii 
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the summer oi iSoal. As (oO ibis wetuaod, the tasans atc clearly declined Gini it 
is Cusy to meése Gu assessment. Luierprises can retain the surplus prolits 
witer iulilillinuy the tasks contracted. As a resull, lie system wes rapidly 
spiead to 36,000 iucustrial cntcetprisess. Under the puidance of siete planting 
wuce wilh tue attainment ol bellter ececonowmic cesulls as the larpet, tle ecouowic 
responsibility systew implemented et that Cime was au operation and maenayenieut 
systew which cowwiued responsibiliiy wilh riguts anu iavtercsts. It was 
anether useful exploration waue in Lhe reiorm of management systew of 
industrial euterprises. Morcover, it wes preat propyress when Compsered witli 
the cxperiment on extending the uvecisioumakiug power ol euterprises. As Lie 
economic relutious were not yet readjusted unger tie Conditions prevailiuy at 
jist tCiwe, the Lineacial resources: wus.terca vy the stute were Limited aud the 
fjuinis were scutiered. To eusure the key coustruction projects of the state 
gaa aurbhec readjust the proportional celations of the velional econowy, Lue 
birst siae of substilutton ol tox payments ior delivery oi proiits: siartecu 


metiouwiue irom 195. 


Tiee thira stape: Tue substitution of tax paywents ior delivery of profits 
carricd out irow 1983 to 1966. 


lis April Ives, tire report of the Ministry of Finance ou substiluiton ol tea 
peywents Jor gelivery of projits in state-owned enterprises: approved vy the 
Stete Council uaveited the iirst stese of retota of substituiiou ol lax 
puyments tor delivery of protits. lu Gctober l4o4, tie State Council ceciaeu 
to efiect the transition irom the cocxisteuce of proitts and taxes to 
Gubstitulion of tax puywents Lor dclivery of proiits, namely, ine second slape 
ob ime reiorm. du lipht of the lLentative iges at thot time, the relatious of 
distribution between the state aii enterprises: sioula be fixed iu the iorw oi 
low throu tue reiorw abe the problens erisiug itom the irrationuel prices 
suoula be solved through texetion so es to rewove the edwinistrative obstacles 
imposed On Cnlecprises by ihe depurtments aug repious. Marked results were 
ecuicved in the two stages of reform which lasted Tor 3 years. As u larjye 
portion of proiits were turnea over io tire state and the practice of wiiypity, 
the quick ox prevailed, it was Gisedveautuycous to arousing the initiative oi 
cCuterprises and workers. it @lso aliccted tie technical transtormution oi 
larepe- gud mediuw-size eulcerprises with sell-reised Juids. 


The tourti stape: The new stave of deepening eulerprise reloru focused ou 


periectiay enterprise operation and mauepement wechgoism which siarted al 
tim ena of I9%Gb6. 


On 5% December 1¥66, tine State Council prowulpated the “Kepulatious on 
Deepening huterprise Retorw gud luvi;orating Buterprises." Ju vis ;overument 
work report aclivered at the Fiitu Session of the Sixils NPC, Comrade Ziyany 
clearly poiuted oui: The stress of the retora ahead should be put on 
perfecting ecuterprise operation gua mauasewent wechanism. Llu secoraauce witu 
the principle of separating, ownership trow the righi of operation, it is 
necessary to carnestly implewent various Lorws of cCoutractea respousibility 
system. The contracted responsibility system hus developed rapiuly tn larye 
onu wediuw-size stute enterprises ane rewurKkable successes have been achievea. 
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A review oi the course of China's cocerprise tclorm clearly sinows the 
fol lowiny,: 


1. kuterprise reiorm is «a process that deepens slep by step. tu ligut oF the 
peneral requirewents of the blucpriut ior urban cconomic structural rcioru, 
enterprises suould become relutively iudcpenaqent progucers aad operators oi 
secialist commodity prowuction wie ere respousible lor their proiits aaa 
losses. The reforuc drow cxtcudiny, thie decisioimmaxiuy, power of Cuierprises to 
perfecting, the cuterprise mwand;cment mechanism are steps teken toward tits 
yOal. 


2. Enterprise reiorm sioulu correctly solve the reletious of Cconouic 
i 
iuterests between the state, cuterprises, and workers. It is necessary io 
ensure the steady growth of state revenue as well as the proportion retainca 
by enterprises: irom the vwewly ticreusea tucowe so as to arouse tie initiative 
i 
oO) enterprises aud workers und implewent tie policy of wore pay for wore work. 


3. The caternal relorws of enterprises snoula be combined with tuterual ones 
aud carried out simultagucously. Viewed irow within, it ts necessury to 
combine reform with wanagencnt, prowote manauycweout with reiorm, aud ensure 
jmplementation of the relora measures with manasenmenut. Viewed from outside, 
with tovigoralion ol eulerprises as tie central Link, Comprehensive coioru 
wmcasures should ve adopicd correspondingly. 

4. The iorms of euterprise operation ana wanayement should not be Limited, 
Ching has a large wuwoer of cuterpiises and theit couditious are diiierent 
from each otuer. lostead of rugicly uahering to a certain torm, we siroula 
proceed from practice in carrying, out the reform of enterprises. 


9. it is necessary to vigorously and steadily promote cnterprise reform in 
al] areas by drawiiy, upon experience painea at the key points. As cnlerprise 
reform covers wich ground aud tue Conditions are extremely Complicuteu, tne 
implementation of cach reform weasore should be ,rudually prowoted aiter the 
experience pained throug caxperinents. 


The luaportant Role oi Contrected Operation and Manaycuciut 


First, contracted operation pives consiuerution to both tuercase of profits 
ang appreciation of assets. 


At present, tne techuicaul traustormution tasks of China's Jerpe gud weaiun 
Size enterprises are catremely arduous. Owiny, to the low level of protits 
actually retained vy these enterprises aud to tue shortupe of Lunds, they ure 
incapable of unuergoing, tecumicaul transformation. If we cannot put an end to 
tuis state of aifairs as soon as possible, it will inevitably aftcct ow 
suCialist construction. The auvanituses of contracted operation iuclude 
ensuring, the steady increase oi stute revenue and tupellinug enterprises to 
rely on their own strength to iucresse proiits aud retention oi profits, thus 
creating conditions for undergoiny, technical transformation and realizing the 
benign cycle of grauuadly incressinuy, cutcerprise proltits aud assets. 
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oecoud, coutracied operation uwertps ertect a cade Jrow cateasive to Luteusive 


Ors See 


lu hae past, tas tums Lor Cecovieal transtormutionw cawe waialy troa the fuads 
gratuitously alloeaiod by the state. The “Guazer tor investweat™ taduced by 
tuis Wandsgeweat systeuw almost becawe a chronic disease. Contracted operation 
Chaojes tie iuvesior. aierprises rely on seli-raised funds to undergo 
tecuuical transformaiiou and tuey underlaxe tull responsibility for tae 
juvestweut results. Enterprises work out planus weticulously, wake careful 
calculation aud strict bud ,eting, exercise iuteusive wauayewent based on tire 
existins, scale, aud coucenirate eiiorts on developing iateasive reproductiou. 
Meanwoile, euterprises can wake the most of their strong poiuts aud establish 
luieral ties aad carry out coordination with specialized uuits with their rine 
quality product, superb tecanique, gad reputation. They cada also sel up 
euterprise ofolps, seen economy OF Seale, aad ceadjust tae or,anizational 
structure of euterprises. By doing so, a vis step is taken in enterprise 


intensive winayewent, 


luird, contracted operation aelps eitect a fuuctional traastormatiou of the 
ddiainistrative departments. 


Followia; tis applicuiioa of couatracted operation, eaterprises have the 
decisionmaking power of production aaa operation within Che torus preseribved 
in the coutract and bave the rigat to resist irrational administrative 
juteriecevace. The relations between enterprises aud jovernwenat adwioistrative 
departments are conditioaed by uotarized coatracts. 


After euterprises contract tor operation, they will inevitably request a 
relative change of iunctious of tbe soveruacat or aus. The cowpetent 
aepactments should uunderiaxe tle Cesvonsibility of mauascueut over dilfereuat 
trades woile tim cowmpreueusive departweoats suould use tie economic levers to 
reaajust and guide ihe ecouomic behavior of Caterprises. Consequeutly, this 
will speed up the process of transforaatiou Frow direct coutrol of the state 
Over e@uterprises to iudirect control. 
Fourth, couttacteou operation is advanta,eous to the developmacat of a unified 


, 


socal isi tidfaei e 


foe reform of Cuoterprise operation and wana jeweal accouutsa is tire vasis of 
jue ivrwation of a warcet systeu. Lls esseutiul task is to create uv systeu 
ior warwect exebaase. Witu tue characteristics of a hiyh trauspareacy of the 
policies, couttauctod operatiou can clearly define the targets of euterprise 
operation. Tae cisks iu market competition ia which only the best can survive 
jupels eaterycises fo rounee productiou costs, Laprove quality, produce 
MarKeiable COmoaxdtites, aua Ostavlish Cuemsetves in au uasellable position ia 
competition, Undoubiedly, tiis will give tmpetus to tue establistwent of a 


Wniticd socialist warkei., 
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Fiitu, contracted operation belys inte,rate tue drive tio inerease produectioa 


afu practice ecouony aid Laerease ivcome® aad reireach expenditure wii ine 


uce pening O1 Mute rprise rerora. 


Tie ative io iueceass production gad practice econowy and inerease Tucows sus 


retrench expeaditure can be put into practice ouly when it is iute,raiod wita 


tue deepeniu,, of enterprise reiorw. Coutracted operation is a sood fora tor 


1 


or;,auically inte,ratia;, the iwo. To fulrill the tar,ets presecibed in the 
coutracts, cetain wore proiits, and increase output witu less iavesiueni, 
enterprises suoeuld Tucroease production aud practice economy and bacrease 


Locowe and Telteuea expeaditure. fu enterprises where the system on 


coultfacted Operation is implomeontiou, PUOTMONS Cobdadsets ave T.aked place witwia 


& short period of only a few woatiis. Li is jenerally ackuowled ed now taut 


tbere is preat lateat potential within eaterprises. Uow should tiiiss poteatial 


de itivpeda? Contracted operat lou thes provindeu Pik’ 4siswer. Ai Piero, ii i 


indeed tae best Way to fap eaterprise potential. 


Slaili, contraction operation t3 advantase0us Co fraiuiay lure atimbers oF 
ent Pevreneur . dais a? ai ry i ibs i oOrwaitd Lai? weit of ji?’ j ni, sic}. er: cdimtailes i ii? if 


40d WOrkers. 


” 


Contracted operation requites Operators to ve vinuly capable of utilizia, tie 


market. it also proviuges Operators wit ine comitiows, to teaper aod aperade 


fiuewsel ves. boae’ Contracted respousiurlity hoi ew trieu our ove s i iis’ yrils 


thedis 


tradacd out il gern Lett on ee ee socialist CO Peelers WO af? deVvotieaal to fuacir 


WOrk, wi0 ave ePQlerpriscia, spirit, wae are strate jically-winded, and who are 


capaole of wakiusy decisions aud exercising wanaseweat. 

by inte sratin,, respousiviliiy with ri,ais aud ivierests at each level, tae 
eCulerprises faat auave iuaplemeuted Che systew of contracted operatiou coal ds 
WOortaers to fruly OV Cow Fane aad instay Oi CHnbetyPise operabtlouw aad wadas meal 
and tae wasters of Tike country aud entierorises. Couiructed operation ive 
consiueration to tie taierests of Toe sabe, COberprisens, ami woracets. AS 
Worsers Cau jet real waterial vevwefits trou coutracied operation, ti can 


‘> 


euhanee tae spirit of takin, tae overall situation iuto account ana ror in, 


“ale aa AO, bike gtaci jad workers aad bocreaue tiaeit sease ofl er bas whdstla dr: 
fueir own atiaits., As a resuli, Cuey will properly wane Tac abiainrg of 
euberprises aud jive tall olay to tae Suge rhorhay oi Pine socialist puolic 
Ownersulp sSyifou. 


Tne Provlems to be Sitdtied saad Solved 


Firsi, correct ly licasta bia t tile’ yquesttoa ol OWN Kollip edival newly PHC TVANMaG 6ist 
Gt Sabetourises aad l.ayiar, ine watecial founditiou tor enterprises iO AGStdes 


sole frespousioility for finches proikits tied boos di* be 


3 


i 


s 


ii 


Tue sepgetaitou of oweersuip stom Che rit of operation is 40 onbeow OF maos 


proguction as well as au ivevitauvle result of the developweat vi «4 commodity 


ecouony. Coutracted operatiouw is precisely estaolisuea on tae Fasisa of Cin 


separation of: tue two Factors. ln tue Course of coatract, tue privcipal 
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portion of protits retained by ecatercprise:s (usually OU lo /U percent) is used 
for reinvest tin tianed assets. dow can we manifest owuersbip of these uewly 
luereased assets? There are tae rollowia., taree choices: First, all to the 
Stufto y secoud, all to eaterprines; aad tuicd, a swall portiva to ecaterprises 
and a bars portion to tae state. Altoousa each uas its advantages and 
disdavantajes, tue tuird one is wore teasible. It wanilests tie principle of 
the separation of owaersbip irow Cue ri,nui of operation and euables 
enieryrises to recgin a swall portion of assets, Cuus creatiug conditious Lor 
fie Co Asst sole responsibility for their protits and losses. Tuerefore, 
wace the contracts expire, it is aecessaury to reevaluate tie Fixed assets of 
eulerprises, pariicularly tne vewly increased fixed assets aad production 
Capacity of euterprises. La lisnt of tue varying couditious of uiffereut 
eulerprises, ownership of a large poctiou of te uewly iacreased assets siould 
40 fo the state aceordiay; to a certaiu proportion. Tais serves as tite basis 
Por gsseosiag, tims base Fissure. Meaownile, a swall portion of the newly 
idgcreased assets should be retained by euterprises so tuat they can compensate 
ior aay deticits Cuat way ineur ia Future contracts, tius solving the 
practical problems oi assuwiny, Crespousibility for both profits aud losses. 


second, correetly nandlins the relatious between coutract aud catioualization 
of sucial econowie structure and iucreasin,, tue e&rficilenecy of distrivution of 


social resources. 


Sum’ comrades vold that caterprises will werely seek protits as a result of 
coutrtacted operation whicu will be disadvantageous to the rationalization of 
fixe CcOnOMic siructure aud to increasing the etticieucy oi tue distribution vi 
wocial cesourees. La Fact, coutracted overuiiouw does uot contradict 
structural ratioualization. Followia, tac implementation of the system of 
Coatracted respousivilities, we should streasthen wana,ement over major issues 
and also allow Dlexivbility ou winoe owes. Lo Ligeti of tae principle of a 
ratiowal structure aud distribution oF resources, while si,juiug contracts, tne 
itate sooula sive suidanes co cnierprise opecatiou ana also apply prices, 
tasdatiou, credit, and other economic levers and Cie necessary administrative 
aud lesal meaus to readjust tae econoaice activities of eaterprises. Regarding 
ier nonprolifvaple prowuets badly neoued ia ive market, the price sinould be 
readjusted so foal eaborprises can reap sowe prolitts. Waen uecessary, tue 
produetiou of tas protitavle goods waicn lack cesources should be restricteu 
weordiu., to tae supply of resources. Prereroutial treataweat should be given 
io Loose pooduets that are vilally importaat to the wation's ecouony and 
euple's Lliveliavod aud whose prices can oe readjusted ior tee time being. Ln 
snort, if is weeessary to Furtuer stronjiaen overall aauagemeat while Littioy 
restrictions so tint the ecouowic activities of euterprises coaforu to overall 


rong Coumuats. 


Paird, correctly baudlin,g tue relatious between coutracteu operation aud 
rationalization of euferprice veaavior. 


Followia.,, tie apylication of coutracted oporaiiou, enterprises, as fodependenut 
economic catities which lave relatively iadepeaieat interests, will inevitauvly 
naive celatively taudepenueat veaavior, [t is av important question to be 
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s0lved ia coulracted operation to ensure rativnalization of euterprise 
veudVviui. ay diviuin, eulerprise vonavior iuto aitcerout Cafejurios, wis «saat 
ua FIXIn. 


3ive yulusnes gad curry ouf readjustment Tarou, appropri.te quofa-. 


For exaaple, we Can readjust production benavior of euterpgrises tarou,s 
various warset iurormation, readjust lavestwenat behavior oi enterprises 
lorousit Feasivility research aud exawiaation aad approval procedures, sad 
readjust aistribution senavior vi eaterprises tareouya linsiu, tae delivery oi 
profits aud iaaes witi tue Cotal amouat vi wayes. by duiug so, Wwe Cait wthe 
euterprise oehavior coutora to the requirements ol the wacroscuple ecodody aud 
OVercome Cie suort-term beduvior of enterprises. 


Fourtu, correctly naadlias the relations vetween enterprise coutracivsi 
operation aad tue changes in eaterual cuavironment, 


tuterprise cuutracted operation jeucrally basis tor several years. Owia, io 


fhe Coanses in the vateraal euvironmeai, such «ac prices, fateroest ana ecu: 
rates, aa tae wase level in society as a whole, within the Cera of Tie 
contract, Cue vase bisgure ror the contraci and ofter enterprise couatraci 
quotas will iuevitably oe 4b Leetrod. [i is mecessiary to appropriaicly itl 
witis Case CIPCuas laa. ®irsi, waeiles Sicgte Conifacts, tin ed-ds* OC b.-taie* Seated 
Otaer quuias should be ueterataed ta Livi ot tie developacal of eulerprises 
4ud warket corecast aad vy takius iuto accouat tie iufluence of tie avove 
wediloned tactors. Peaks price CUM es Lads PAdsiple, fine ine lucaee oF a prtee 
Cade? over tue base Figure can ve svived oy linetin, Coe price Cuaaje Linles 
With tout of fue vase Filjure. Second, tue Conifractin, enterpcise saoula 
dia Tiaae Cae responsibility of tae saciors concerouia, a cad je voi Considered 
while Gisulu, Che coatraci vecause conti race. Operad bow iuc budess Hodertakin., 
Vioas. Li it is proved vy relevant deparimcats Coat caterprises cannoi 
uUduertake ful) respousivility tor a vi, Cus ge Canseu vy eateoraal couuitious, 
the otate will wmiadertace pari of tue respunstoiliiy. waite ive oraaual 
veriect lon or Coulracted woeratlon, Paes! Citetwstageces Suould ve croduccd to 
alist uth. daile carryin, out coutracted Overailion, Te is Heer y fo iuriasci 
perfect tie refora of fae econo nic Siructure a5 4a woole aml (radially 


stauvduadaulZo tile syutou or coutructed Ooeration, 
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PROVINCIAL ECONOMIC 


HEBEI VICE GOVERNOR ON URBAN DEVELOPMENT 
Shijiazhuang HEBEI RIBAO in Chinese 14 Feb 87 p 1 


[Excerpts from talk by Vice Governor Ye Liansong [0673 6647 2646]: "Strengthen 
Urban Awareness, Accelerate Pace of Urban Development; Vice Governor Ye 
Liansong's Talk at the Provincial Urban Development Conference] 


[Text] This provincial urban development conference is one of the most 
important conferences since 1981 to specifically study urban development. 
This conference should further improve understanding of the importance of 
cities and urban development, keep reform on the correct course, earnestly 
solve some actual problems, promote the growth of urban development in Hebei 
during the Seventh 5-Year Plan, and make a contribution to ensuring and 
advancing development of Hebei's society and national economy. 


I. Fully Recognize the Position and Role of Cities in Modern Development 


The "Decision of the CPC Central Committee Regarding Reform of the Economic 
System" stated: "Cities are the center of China's economy, politics, S&T, 
culture, and education. Modern industry and the working class are 
concentrated there. They play a leading role in socialist modernization." 


Since the 3d Plenum of the 11th CPC Central Committee and the increasingly 
far-reaching reforms of the economic system, urban development in Hebei has 
made definite progress. By the end of 1986, there were 17 
designated cities, including 9 cities under provincial jurisdiction and 8 
cities under prefectural jurisdiction. There were 541 officially designated 
towns. According to statistics from the nine cities under provincial 
jurisdiction, these cities occupy only 2.1 percent of the total area of Hebei, 
and their population is only 11 percent of the provincial total, but the GVIO 
is 60 percent of the total, the original value of fixed assets is 72.4 percent 
of the total, taxes paid to the state are 75 percent, and revenue is 53.5 
percent. But in Hebei's present cities, the level of development is quite 
low. There is little to draw one to the cities nor can they offer much to the 
surrounding areas, and they still have not formed an econcmic network 
combining the cities and villages of Hebei. Even though some cities have 
plans, development and management still do not proceed according to the plan, 
and they have yet to achieve centralized planning, rational locating of sites, 
comprehensive development, and coordinated construction. Although a number of 
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counties have been made into cities under prefectural jurisdiction, they are 
far from able to respond to the needs of urban development; there are also 
some county seats with very poor infrastructure. For these reasons, we should 
further increase understanding of the position and role of cities in the 
national economy and social development, and strengthen urban awareness. 
According to the proposed four levels of urban development in Hebei, large and 
medium cities are the backbone, and small cities, county seats, and officially 
designated towns are the links integrating the urban and rural economies. We 
should increase the diffusion of capital and technology from these cities to 
surrounding areas, let every city function to its best, and advance the 
continuous, steady, and balanced growth of industrial and agricultural 
production in the cities and villages. 


II. Raise Funds for Urban Development Through a Variety of Channels, 
Accelerate Development of Urban Infrastructure 


A prominent problem in Hebei's urban development is the backwardness of the 
urban infrastructure. During the Sixth 5-Year Plan, Hebei made great progress 
in building up the urban infrastructure, making a start at reducing the 
difficulties of "getting water," “walking around," and “taking public 
transport." The many functions of a city were further brought into play. 
However, many pressing problems still remain. The water supply is very 
limited, there is a severe lack of drainage and sewage treatment facilities, 
the urban road and bridge carrying capacity is low, traffic congestion and 
blockages are serious, there are more accidents, urban passenger traffic is 
crowded, the rate of access to coal gas and central heat is lower than the 
national average, etc. These problems seriously affect improvement of Hebei's 
economic development and the people's lives. For quite a long period in the 
past, the influence of "leftist" ideology meant that in economic work, people 
usually only thought about industry, and did not have an awareness of cities. 
When locating production, they only thought about putting industrial projects 
into cities, rarely considering whether or not this city had a suitable 
infrastructure. In urban development, greater stress was put on industrial 
development, with construction of the urban infrastructure given less 
priority; construction of the urban infrastructure was sometimes even regarded 
as nonproductive construction. Experience has shown that urban development 
and economic development complement and stimulate each other in a dialectical 
relationship. Construction of various aspects of the urban infrastructure is 
a particularly indispensible prerequisite of economic development. As 
responsible comrades in every level of government fully recognize the position 
and role of cities in modernization, they should also correctly recognize the 
important position and role of the infrastructure in urban development. In 
fact, much of the infrastructure directly serves production; for example, 
running water and coal gas both directly limit the growth of industrial 
production. Although a considerable part of the infrastructure is not in 
itself of direct economic value, it serves to make life easier for the people 
of the city, and thus is a necessary prerequisite, allowing other departments 
to create greater material wealth and improve work efficiency. 


Studying urban infrastructure construction inevitably leads to the raising of 
funds. There are currently four sources of funds for urban development: 1) 
urban maintenance and development tax; 2) supplementary tax on public 
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utilities; 3) capital construction subsidies within the national budget and 
capital construction funds within local govermment plans; 4) a portion of the 
local reserve funds and other locally raised funds can be used for urban 
development. City governments should raise development funds from the above 
four sources, properly collecting, managing, and using the money. Where 
certain public utilities truly charge too little, appropriate increases in the 
original fees may be made following government approval. On the question of 
managing the funds for urban development, the provincial government has 
decided that all such funds should be handed over for management to the city 
departments responsible for urban development. Supervision will be by state 
financial and accounting departments. Funds may only be used for the 
specified purposes, and cannot be diverted by various departments. Central 
plans and arrangements should be based on the principle that "money must be 
received before it is spent, and maintenance should be carried out before 
beginning new construction." We should insist on strict implementation of 
state regulations. Departments and individuals must not spend too liberally 
and arbitrarily expand the range in which urban development funds may be used. 
It is hoped that each level of financial departments will use a portion of the 
reserve funds each year on urban development, so that they do not acquire new 
debts. Financial resources are limited at every level in Hebei, so the speed 
of development cannot be too fast. Cities should not compete against each 
other, but should seek truth from facts and do what they are actually capable 
of. 


III. Continue To Adhere to the Policy of the People Building up Their Own 
Cities, and Organize the Masses To Enter Into Urban Development 


The people's cities are built up by the people themselves--in urban 
development. This is a specific formulation of the policy of struggling amid 
arduous conditions and building up the country through hard work and thrift. 
It is a good way to encourage the masses to undertake things for themselves, 
and so i* should still be vigorously advocated. When we speak here of the 
people's cities being built up by the people themselves, we mainly mean 
organizing the people, including those in work units and residential areas, to 
participate in public service labor which develops the city. Those units which 
directly benefit should provide as much financial and material support as they 
can. But we must never use this slogan of the people developing their own 
cities to make unauthorized requisitions. Reasonable amounts of collected 
funds should first be use to solve those problems which concern the people the 
most and which most urgently need to be taken care of. We certainly should 
allow urban residents to receive real benefits within a short period of time. 
Seeing the results will allow the many urban residents to truly realize that 
they both have the right to enjoy urban civilization and the unshirkable duty 
and responsibility to directly participate in urban development and 


management. 


Development funds are now in very short supply in cities. In addition to 
properly managing and using funds designated for urban development, we should 
study how best to stir up the enthusiasm of the masses and accelerate urban 
development in Hebei. As long as the guiding ideology is correct, work 
methods are appropriate, and what is taken from the people is truly used for 
the people, we will receive vigorous support from the masses. 
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IV. The Functions of City Govermments Should Be Truly Directed Toward Good 
Urban Planning, Development, and Management 


During socialist modernization, government at every level bears responsibility 
for leading amd organizing economic and cultural development. The principle 
responsibility of mayors is good urban planning, development, and management. 
The "Decision of the CPC Central Committee Regarding Reform of the Economic 
System" stated: "City governments should concentrate their resources on good 
urban planning, development, and management; augment construction of various 
public facilities; and implement comprehensive management of the environment." 
From now on city governments should first stress overall urban planning; then, 
in accord with the planned targets and based on needs and possibilities, they 
should organize systematic, prioritized, and well-paced development. They 
should improve the municipal public facilities in cities; assure good water 
supply, sewage disposal, transportation, heating, gas supply, etc; and 
strengthen the city's carrying capacity. At the same time, they should 
strengthen scientific management of cities and comprehensive management of the 
environment. 


Following the shift in city government functions, we should earnestly 
strengthen leadership of urban development work, making urban development an 
important part of the agenda. First, we should do a good job of overall urban 
planning. The leaders of city governments should instill three kinds of 
awareness, namely, regional awareness, overall awareness, and development 
awareness. This will enable urban planning to truly play a role in macro- 
level management and comprehensive leadership. Urban planning should be 
tightly linked to the development strategy for the city's economy and society. 
Urban planning and management should be centrally controlled by the city 
government. Nobody, no matter at which ievel or in which depei ‘ment or unit, 
is allowed to do things without authorization. Second, we sould focus on 
building up a few citie:. First should be the provincial capital, cities 
which are on the national list of major cities, open coastal cities, and 
scenic tourist cities. Third, we should strengthen the scientific management 
of cities and formulate a development strategy for the economy and society. 
We should emphasize urban communication facilities and information transfer, 
and augment the procedures and measures for scientific management of cities. 
Fourth, we should strengthen cultural development in cities; this is also a 
long-term task for every level of government. 
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FINANCE, BANKING ECONOMIC 


CHINA'S FOREIGN DEBT PROBLEMS DISCUSSED 
Shanghai SHIJIE JINGJI DAOBAO in Chinese 6 Apr 87 p 3 


[Article by staff reporter Pan Muping [3382 1970 1627]: "The Problem Is Not 
To Borrow Money, But To Use It Properly” ] 


[Text] China's foreign debts have again become a much-talked-about subject, 
particularly among those who have something to do with these debts. The 
question is not whether and how much to borrow, but how to borrow, use, and 
manage the foreign funds. Relative to China's national and international 
payment ability, a total indebtedness of $20.6 billion is certainly not 
excessive. However, if there is no scientific, unified management of the 
indebtedness, that amount may not be so small as it appears. Before 1973, the 
Third World owed no more than $200 million. Now, just 14 years later, the 
amount quintupled to more than $1 trillion. It seems that the warnings of 
some experts on what should be learned from the debt crisis of Latin America 
are not just alarmist talk. 


When interviewed by this reportr a few days ago, Lu Xianlin [0712 0752 2651], 
president of the China Investment Bank, and Zhang Quan [1728 5425], executive 
director of the International Economic and Technical Cooperation Society and 
chairman of its academic committee on using foreign funds, repeated the 
warnings over and over again. 


Lu Xianlin held that everyone knows the simple truth that a debt is to be 
repaid with interest, but not everyone knows how to make money with foreign 
funds and make enough to pay interest and still show a profit. It is all 
right to borrow money, but the money must not be used improperly. Misuse 
inevitably results in losses and default. If a big developing country like 
ours allow itself to be led by the nose by the international financial market, 
the consequences can be disastrous. Therefore, it is imperative to strengthen 
macroeconomic and microeconomic control and management. 


By macroeconomic control, we mean that we must make sure that funds are used 
on projects which are aimed at improving the economic structure, achieving 
technological transformation, earning foreign exchange through exports, or 
replacing imported items. This is the basis on which every investment project 
must be scientifically appraised. By microeconomic control, we mean that we 
should strengther. supervision of the loan projects, help them achieve better 
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economic results, and see to it that projects completed and put into 
operations make payments on their loans on schedule. 


Zhang Quan is an expert who has been raising and managing funds from abroad 
for a long time. He held that the tendency to “borrow money but pay no 
attention to management” is at present the most dangerous foreign debt problem 
faced by China. It also explains why loans are not used efficiently. If this 
tendency remains unchanged, we may feel nothing now, but will feel the weight 
of our debts in 1990 when principal repayment begins. 


The following are major manifestations of the tendency to “borrow money but 
pay no attention to management.” 


First, many departments are using foreign funds, but there is no overall 
planning and no centralized, authoritative body to coordinate and control the 
country's foreign debts. 


At present, the State Planning Commissin, the Ministry of Finance, the 
Ministry of Foreign Economic Relations and Trade, the People's Bank of China, 
the General Administration of Exchange Control, and other ministries and 
commissions, as well as provinces and cities are all dealing in foreign loans. 
However, they seem to be interested mainly in screening and appraising loan 
projects and negotiating and signing agreements, things that have to be done 
in order to get loans. They are not paying enough attention to the 
implementation and supervision of the loan projects. The process of borrowing 
and using of foreign funds is continuous, and how funds are used is of crucial 
importance. If funds are used properly, and payments are made on time, it 
will be easy to obtain new loans. Otherwise, there will be problems. 


At the same time, we need even more urgently a unified, authoritative body to 
study the changing trends in the international financial market and decide on 
our long- and short-term strategies. For example, changes in exchange rates 
are of utmost importance. During the Sixth 5-Year Plan, we obtained about 50 
percent of our loans from the Japanese financial market. Owing to the sharp 
rise in the value of the yen and the devaluation of the RMB, our debt burden 
almost doubled. It is obvious that ineptitude in dealing with changing 
exchange rates can be very costly. Moreover, the World Bank has 16 currencies 
available, and it is urgent that we learn to deal with both strong and weak 
currencies. 


Second, borrowing and lending are not managed by economic methods, most 
obvious in loan terms and interest rates. Our past practice was for a 
government organization to borrow money from abroad and assume full 
responsibility for its repayment. The money was then invested in some capital 
construction project. This practice is very uneconomical. For example, a 
30-year long-term loan should not be relent to an enterprise for the same 
length of time. Money thrives on movement. The enterprise should be asked to 
pay back the money at the earlicst possible date based on its actual 
conditions and rate of depreciation. If the money is paid back in 10 years, 
then the one 30-year foreign loan can be used on three similar projects with 
much greater economic returns. 
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There is a strange phenomenon about loan interests: A loan always produces 
better economic results than a grant, and a high-interest loan always produces 
better results than a low-interest loan. Why? It is because the former gives 
the user greater incentive to do well. Therefore, a grant should become an 
interest-free loan; an interest-free loan should bear interest; and an 
interest-bearning loan should be relent at a higher interest. The purpose is 
to encourage the enterprises to improve their economic performance. 


Third, it is necessary to set up independent financial consulting 
organizations with legal person status to provide advice on the screening, 
appraisal, and implementation of loan projects, for which they will be held 
legally and economically responsible, to avoid projects which are unfeasible 
but favored by some high officials. 
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FINANCE, BANKING ECONOMIC 


PREREQUISITES FOR PRICE REFORM 
Beijing JINGJIXUE ZHOUBAO in Chinese 22 Mar 87 p 8 


[Article by Zhao Xinghan [6392 5281 3352]: "Control of Total Social 
Demand and Money Supply Is Prerequisite to the Success of Price Reform-- 
Questioning the Theory of ‘Insufficient Total Demand'" 


[Text] Some people maintain that China's economic situation in the past 
year showed an "insufficient total demand" and that "it is necessary to 
bring about a moderate increase in total demand." (See JINGJIXUE ZHOUBAO 
28 Dec 86 p 8) Their argument: Increasing quantities of goods are being 
kept in storage; major energy supplies, transport facilities, and raw 

and semifinished materials which used to fall short of demands are now 
more than meeting demands; prices of major capital goods have dropped 
even though still in short supply; and the consumer goods price index is 
dropping. I think that the suggestion of an "insufficient total demand" 
does not tally with the actual situation, and that the argument offered 
is untenable. 


First, according to rough estimates, in 1986, industrial output increased 
nearly 9 percent, agricultural output increased about 4.4 percent, and 
retail sales increased about 15 percent (of total retail sales, food 
increased about 16.4 percent, clothes increased about 4 percent, and other 
necessities increased about 20 percent). These figures are enough to 

show that consumption has increased faster than production. Moreover, 
savings deposits by urban and rural residents have increased to 200 billion 
yuan, and the spontaneous tendency to invest more in pursuit of a higher 
growth rate has not been completely brought under control. This shows 

that the growth of actual purchasing power is faster than that of material 
wealth, and that potential, soon-to-be-realized purchasing power will 

need even more marketable goods to balance off. With this kind of over- 
distribution and overconsumption, the problem is centainly not "insufficient 
total demand," but insufficient total supply, and the solution lies in 
increasing production and supply, and controlling construction and 
consumption. 


Second, an analysis should be made of the "increasing quantities of goods 
kept in storage." The quantity of steel materials stored in warehouses 
is indeed growing. However, the reason for the increase is because some 
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enterprises are storing up scarce steel materials to be used as “hard 
currency" in exchange for other commodities in short supply. Some goods 
are piled up in warehouses because they are not what buyers want. The 
remedy is to readjust the production structure. It is a different kind 
of problem from insufficient total demand. 


Third, the shortages in energy, transport capacity, and raw and semifinished 
materials have eased somewhat, but remain "bottlenecks" restricting economic 
growth. That's why they are to be developed on a priority basis during 

the Seventh 5-Year Plan. They are still in short supply, and certainly 

not more than meeting demands. 


Fourth, the prices of major capital goods have dropped, but it only shows 
that the acute shortage of these products has eased somewhat, not that 
there is no longer a shortage or that there is more supply than demand. 
It certainly does not prove that total social supply has exceeded total 
social demand. 


Fifth, the suggestion that "the consumer goods price index is dropping" 

is not true. The correct way to put it is that consumer goods prices rose 
by a smaller margin in 1986 than in 1985. A smaller annual increase and 
a dropping price index are two different things. Even though the price 
index rose at a slower pace, it still was a rise in absolute value. The 
retail sales price index rose nearly 6 percent in 1986, a fact which shows 
that the amount of currency in circulation has expanded demand and led 

to lower currency value and higher prices. From now on, if we want to 
maintain “basic stability" of market prices, a 6-percent annual increase 
in price index is probably the limit. If total demand continues to expand 
and more money is put in circulation, it is hardly possible to maintain 
"basic stability" of prices. If prices go up at a higher rate, it will be 
more than the people can endure and detrimental to social stability. 


If total demand really falls short of what is needed for economic growth, 
of course we can increase the money supply to stimulate demand and 
accelerate economic growth. However, that is not the situation in China. 
In the past 30-odd years, except for a few short periods of economic 
readjustment, the economy has grown at a fairly fast rate, and the main 
problem has been demand exceeding supply. Therefore, an important task 
of the state has been to control the rate of price rise. The present 
situation remains the same. If we misjudge the situation and use the 
“insufficient total demand" theory to guide our work, we will inevitably 
embark on a road of accelerating inflation. We can never achieve steady 
economic growth and prosperity if we follow that road. 


In the period of economic reform, various economic relations have to be 
readjusted, and to insure the smooth progress of the reforms, some 
additional expenditures are unavcidable. In the circumstances, if we 
continue to pursue a higher growth rate, we will aggravate the “hunger for 
investment funds," bring on more inflation, and cause more difficulties 
for economic reform. Inflation and supply shortages will force the state 
to restore measures for economic control, reversing or slowing down the 
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progress of reform. Our price reform has slowed down this year, and a 
major reason is demand exceeding supply. To keep prices from getting 
out of control, we have no other choice but to slow down the price reform. 
Therefore, if we let total demand continue to expand and the contradiction 
between supply and demand get worse, we may make reform all but impossible. 
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FINANCE, BANKING ECONOMIC 


CONSTRUCTION BANKS ESTABLISH FINANCIAL NETWORK 
Bei jing RENMIN RIBAO in Chinese 13 Apr 87 p 1 


[Article by staff reported Wang Chu [3769 2806]: "Financial Network Sponsored 
by 55 Construction Banks Established in Wuhan to Support State Funded Key 
Construction Projects” ] 


[Text] A financial network established mainly for the purpose of supporting 
major state construction projects was formally opened for business on the 
afternoon of 10 April at the Qingchuan Hotel in Wuhan. 


The financial network is sponsored jointly by 55 construction banks in cities 
selected for economic reform experiments, cities with provincial-level 
economic decisionmaking authority, and large and medium-sized cities along the 
Chang Jiang. Figures show that these 55 construction banks have handled more 
than 60 percent of the country's major construction projects. A responsible 
comrade of the national headquarters of the People's Construction Bank told 
this reporter that the financial network formed by the 55 construction banks 
will play a role in easing the fund shortage for some major state construction 
projects. At the same time, it will prepare conditions for the establishment 
of an investment-oriented long-term capital market. 


An authoritative person in financial circles held that funds are now available 
from many sources for investment in fixed assets, and the total amount of 
investment funds is considerable. However, because economic development is 
uneven between areas and enterprises, there are more than enough funds in some 
areas and enterprises and not enough in others. The network will take full 
advantage of the differences in fundraising capacity between areas, periods of 
time, and trades to develop interregional, intertrade, and internetwork 
fundraising and capital-flow activities, which will greatly promote the 
rational flow and disposition of funds. 


By 4:00 pm, 2 hours after the network opened for business, loans totalling 
1,894,000,000 yuan were processed. To raise fund for equipment renovation, 
the Wuhan Iron aned Steel Co reached agreements through the network on loans 
totaling 50 million yuan. To meet a temporary fund shortage for the 
construction of four planned foreign trade wharves at Jiujiang, Huangshi, 
Wuhu, and Wuhan, the Changjian Shipping Administrative Bureau obtained an 
interregional and interdepartment loan of 5 million yuan through the network. 
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FINANCE, BANKING ECONOMIC 


ROLE OF PEOPLE'S BANK IN AUDITING BANKING INSTITUTIONS 


Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese, No 2, 4 Feb 87 
pp 37-38 


[Article by Wu Zincheng [0702 2953 2110]: Audit Administration; "The Position 
and Role of the People's Bank of China in Auditing™] 


[Text] The audit supervision of the People’s Rank of China over specialized 
banks and other banking institutions is an important function vested in it by 
the state. The author would like here to discuss some of his views on the 
position and role of the People's Bank in auditing. 


An Important Guarantee to the Healthy Development of Socialist Banking 
Enterprises 


The socialist commodity economy not only needs planned guidance and regulation 
by the law of value, but also economic supervision. There is no fundamental 
conflict of interest between one socialist enterprise and another, however, 
because the enterprises are both relatively indiependent producers and business 
entities and because various factors, such as management systems and conflicts 
of interest often arise between the state and collective entities, between 
collective entities and individuals, between central and local authorities, 
between one department and another, thereby necessitating the establishment 

of an economic supervision system to safeguard the legitimate interests of 

all concerned and to harmonize their relationships. By enacting and perfecting 
economic laws and regulations, doing a good job in legal economic work, and 
substantiating and strengthening the economic supervisory organizations, it 
will be possible to ensure that the various economic activities proceed 
healthily. 


Socialist banks are a key, integral part of the socialist economy. On the 
other hand, they provide service for the development of industrial and 
agricultural production and the circulation of commodities through the 
convergence and distribution of credits; on the other hand, they promote a 
continuing, stable and coordinated development of the national economy in the 
direction determined by the state by exercising control through such means 

as credits and accounting. In order to exercise their monitoring functions 
correctly, the banks must reinforce control over themselves and set up a 
system of internal control within the banks while bringing into play their 
role in controlling the national economy. During the fourth quarter of 1984, 
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the banks were lax in credit supervision, granted loans blindly and lost 
control over credits, adversely affecting the national economy. This fact 
not only demonstrates the importance of the control of the socialist banks 
over the economy, but also clearly reveals the need and urgency of subjecting 
the socialist banks themselves to control. 


The People’s Bank is an organ of the state whi:h provides leadership to and 
administers bankinz enterprises, using economic, administrative and legal 
means to supervise specialized banks and other banking institutions. Auditing 
by the People’s Bank is a combination of these economic, administrative, 

and legal means and is an important form of economic supervision in the 
banking field. Auditing is also a major instrument of the central bank for 
controlling and coordinating banking activities. Through such functions as 
supervision, inspection, notarization, and appraisal, it exposes violations of 
rules and regulations, infringements of the law, and breaches of discipline. 
It brings about improvements in business administration, thus ensuring the 
implementation of directions, policies, laws and regulations, and plans of 

the state. Hence, the establishment of the People's Bank auditing system 

is by no means a matter of expediency, but a long-term measure to safeguard 
the sound development of socialist banking enterprises. 


An Important Tool for Accomplishing Banking Macroeconomic Control and Microeconomic 
Stimulation 


In his “Report on the Seventh 5-Year Plan," Premier Zhao Ziyang pointed out: 
“The bank's vital functions in macroeconomic management must be particularly 
strengthened, and a powerful and yet flexible banking control and regulatory 
system must be established step by step through reforms in the banking 
system." As a central bank, the People's Bank is one of the most important 
organizations of macroeconomic control and regulation. It is involved in 
controlling and regulating the economy mainly through macroeconomic banking 
control and regulation. Within the framework of complying with state policies 
and plans, such control and regulation are aimed at achieving microeconomic 
stimulation, thereby promoting a concerted development of the national 
economy. The auditing system of the People’s Bank is, therefore, a vital 
instrument for achieving banking macroeconomic control and microeconomic 
stimulation. 


In auditing, the relationship between audit supervision, on the one hand, 

and macroeconomic control and microeconomic stimulation, on the other, must 
be handled satisfactorily. The whole leads the parts; the parts constitute 
the whole. Macroeconomic control is a control based on microeconomic stimulation, 
while microeconomic stimulation is a stimulation premised under macroeconomic 
control. Audit supervision means that macroeconomic control must be adhered 
to as a matter of course, but at the same time microeconomic stimulation 

must also be upheld. For example, when we conduct audits of credits, we 

must insist on holding credit within limits and rectify violations to the 
rules when extending credits. At the same time we must continue to stimulate 
banking and correct the tardy release of credits as well as the erroneous 
idea of “less credits and less receipts just to be on the safe side." The 
nationwide inspection of credits in 1985 not only macroeconomic banking 
control, but had a positive impact on stimulating banking. That year 
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Sichuan Province recovered more than 930 million yuan of unjustified loans, 
thereby easing the supply of and demand for funds, strengthening and improving 
macroeconomic control, and stimulating the economy. Practice has proved that 
it is wrong to set audit supervision and microeconomic stimulation against 
each other. 


In auditing work, the relationship between audit and reforms must be handled 
satisfactorily. Reforms being an in-depth revolution, some new situations 
and new problems are bound to arise in the course of making changes. At the 
same time there may also be some people taking advantage of the changes or 
exploiting loopholes in them to interfere with the changes or even undermine 
socialism in a big way. Mindful of this, it is imperative that the necessary 
supervision and inspection be carried out to safeguard the smooth progress 

of the reforms. In the 1985 credit inspection, we discovered some people 

had a misconception about the reforms and blindly granted loans to support 
fly by night companies,” while others even used reforms as a vehicle to 

reap personal gains through loans. After these mistakes were reviewed aad 
rectified, the healthy development of the banking reforms was ensured. 

Now there are some people who themselves do not carry out reforms, but blame 
the audits of the audit departments for putting constraints on their actions. 
This is utter nonsense. In bank audits, just as in party discipline inspection, 
there is no such thing as laxity. Such ideas and actions as using reforms as 
an excuse to ask the audit departments to issue “inspection exemption certi- 
ficates" or “orders to suspend reviews" are wrong in theory and in practice. 


An Important Means of Improving Business Management in Banking Institutions 


Audits of the People's Bank on specialized banks and other banking institutions 
must on the one hand, guarantee that the state's financial principles, policies, 
and laws and regulations are implemented, while, on the other hand, must assist 
them in raising business management standards. As Comrade Chen Muhua ]7115 

1970 5478] pointed out, “Auditing work involves inspection as well as 
assistance." In June and July last year, the People's Bank offices throughout 
Sichuan province, in coordination with the specialized banks concerned, did 

an audit to address the question of banks falling behind schedule in closing 
enterprise accounts. By getting to the bottom of the delays in account closings 
and identifying the institutional, operating, and cadre staffing problems 

that the banks experienced, they promoted improvements that enabled funds to 
circulate more smoothly and accelerated the enterprises capital turnover. 

The audit of the People's Bank must also include an audit or its appraisal 
function in order to enforce the rating system for the business activities 

of various banking institutions, with a view to encouraging those in the 
forefront and stimulating those lagging behind. 


An Important Channel of Feedback for Macroeconomic Banking Policymaking 


In practice, banking policies, laws and regulations, systems, and the macro- 
economic policymaking should all be subject to tests, and there should be 
feedback in the course of implementation. Moreover, timely feedback to 
reflect the situation is an important mechanism for correct policymaking. 

In accordance with state banking policies, laws and regulations, systems, 
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and plans, the audit departments carry out scheduled and non-scheduled special 
and general audits on the banking institutions, analyze the problems revealed, 
identify in a timely and objective manner new situations and new problems 

that have emerged in the course of reforming the banking system. In auditing 
banking business activities, they expose weak links in banking administration, 
seek out inadequacies in banking laws and regulations and the system, sort 

out problems, and make proposals for improvements, thereby serving the 
leadership organizations in their formulation of policies, laws and regulations, 
and the system. 


A Major Ingredient of Banking Supervision 


If the People's Bank is to exercise effective leadership and administration 
over specialized banks and other banking institutions, it must establish a 
close-knit supervision system. Within such a system, there must be supervision 
by the audit departments as well as supervision by the various specialized 
departments. Some comrades question the need for audit departments on the 
grounds that business activities of banking institutions are already 
supervised by the specialized departments of the People’s Bank. Of course, 
there is a commonality in the supervision of specialized departments of the 
People's Bank and the supervision of the audit departments, as both are 
supervisory resources for the sound development of the banking enterprises 
and they both safeguard the implementation of the state financial principles, 
policies, laws and regulations; however, there is also a difference. First, 
specialized supervision is carried out through each respective individual 
business activity. For example, the planning departments exercise supervision 
through the distribution of funds, the accounting departments through the 
allocation or and accounting for the funds, the circulation departments 
through cash disbursement; whereas the audit departments exclusively charged 
with supervision functions but are departments exclusively charged with 
supervision functions. Next, in the specialized departments each is in 
charge of its own single aspect of the business and its supervision can bring 
to light only one facet of the situation; whereas the audit departments, 
exclusively engaged in supervision and working strictly accoring to 
procedures, are able to shed light on the overall situation. Third, the 
specialized departments, while undertaking to formulate sets of rules and 
modus operandi for their business specialities, need a third party to inspect 
and assess their work. The audit departments, being relatively detached 

are able to render an objective appraisal and fair treatment based on facts 
and the law. Thus, it is evident that the audit supervision of the People's 
Bank, with its relative independence, objectivity, and specified authority, 
is a vital component of banking supervision. We cannot ignore audit supervision 
simply because specialized supervision exists, nor can we relax specialized 
supervision because there is audit supervision. Neither one can substitute 
for the other and also cannot be separated from the other. They must be 
intertwined. Only then can the role of the central bank be brought into 

full play. 
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FINANCE, BANKING ECONOMIC 


TAX EVASION RAMPANT IN PRIVATE BUSINESS 
Beijing ZHONGGUO SHUIWU [CHINA'S TAXES] in Chinese No 2, 12 Feb 87 p 29 


[Article by Qian Zhiyi [0578 5168 5030], Director of Huxian County Tax 
Bureau, Shannxi Province: Working NOtes of the Tax Bureau Director: “Some 
Thoughts on the Strengthening of the Assessment and Management of Taxes 

on Individually owned Industrial and Commercial Entities"] 


[Text] During the past few years, rural tertiary industries have been 
expanding rapidly and individually owned industrial and commercial entities 
have continuously increased following the implementation of a series of the 
party's principles and policies in the countryside. At the same time, there 
is also a serious problem of slackening in levying managing taxes and of 

tax evasion. Take Huxian County as an example. As of the end of 1985, there 
were 5,488 individually owned industrial and commercial entities (including 
complexes operated by individually owned entities) holding business licenses 
approved by the industry and commerce departments, cf which only 2,135 paid 
taxes and only 2,118 filed for fax registration certificates, accounting for 
39 and 38.6 percent, respectively, of the total number of lLicense-holding 
entities. Most of them have obtained licenses and started business, but they 
neither register with nor pay taxes to the tax organizations, while some 

of them pay taxes but fail to complete tax registration. As for the different 
types of companies and complexes operated by the individually owned entities, 
a great many of them have not set up accounting systems. They make false 
reports on sales revenues and evade taxes by such means as not keeping 
invoices of goods purchased, not issuing receipts for goods sold, directly 
using revenues received for expenditures, borrowing on other units‘ bank 
accounts, or opening several bank accounts. The i985 Grand Inspection or 
Taxes and Finances showed that the county's individually owned business 
operators evaded approximately 186,000 yuan of taxes. 


There are many reasons for serious tax evasion by individually owned business 
operators. Apart form the individually owned business operators’ poor attitude 
toward paying taxes, the principal reasons are: tax organizations are not 
strict in administration and supervision and their measures for taxing the 
individually owned economy are inadequate; some of the tax functionaries 

fail to assess taxes strictly according to the law and are afraid of being 
assaulted or cursed by others; there is a lack of close interdepartmental 
coordination. For example, wholesale enterprises only think of their own 
interests and do not actively discharge their obligation to withhold taxes. 


46 





Under the present conditions, the individually owned economy plays a positive 
role in breathing life into the economy, bringing about market prosperity, 
and providing employment to township youths which serves as a solution to 

the surplus rural labor. It therefore deserves the requisite consideration 
in tax policy. However, the individually owned business operators are required 
to engage in business lawfully and to pay taxes conscientiously according to 
law. Under no circumstances will they be permitted to resort to all sorts of 
methods to evade taxes. I believe that in strengthening the taxation of the 
individually owned business cperators, it is of paramount importance to have 
satisfactory inter departmental coordination. For example, the tax bureau 
must coordinate with the industry and commerce administrative departments, 

do a good job in issuing business licenses to individually owned business 
operators and in registering them for taxes, and control instances of tax 
evasion. It must make use of the banks’ role and functions to monitor the 
remittances in and remittances out of operating funds of che different types 
of business complexes. With regard to such unlawful acts as serious tax 
evasions and assaulting and besieging tax functionaries for discharging 

their duties according to law, it must report the cases without delay to the 
judicial organs and ask for serious action in order to safeguard the 
implementation of the tax policies. In addition, it must earnestly study the 
following specific questions concerning taxation of individually owned business 
operators. 


l. The question of tax withholding through the banks: stipulations in this 
regard have been made previously. In 1985, the leadership group in the large 
scale national inspection on taxes, finances, and prices also had issued 
documents requiring banks to make withholdings in this order--taxes, loans, 
goods, and interest. However, these measures are often blocked at the grass- 
roots level, causing the enterprises to be long in arrear for taxes they owe. 
It is recommended that higher level tax organizations get together with the 
banks and decide on concrete stipulations for strict compliance. 


2. The question of levying income tax on individually owned industrial and 
commercial entities in townships and villages: because these entities generally 
do not maintain accounts and bookkeeping, do not preserve purchase and sales 
invoices, making it impossible to do cost accounting, I believe that foc the 
present we must require the larger of the individually owned entities to 
maintain accounts, and assess taxes according to the accounts. As for the 

many small entities which have no capability of maintaining accounts we 

should continue tc simultaneously collect two kinds of taxes based on pre- 
assessed volume of business. 


3. A standardized form of invoices should be introduced nationwide, to be 
managed by the tax bureaus at different le No other departments or units 
may print or manage them. Any violation must be dealt with according 
to the pertinent stipulations. 


4. Certificates for individually owned industrial and commercial entities 

to make purchases elsewhere should be abolished nationwide. Wherever the 

goods are pruchased, taxes must be paid to the tax departments there. The local 
tax departments should handle the processing of tax bills registration and 
withholdings. 
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FINANCE, BANKING ECONOMIC 


QUESTIONS, ANSWERS ON PERSONAL INCOME REGULATORY TAXES 
Chengdu SICHUAN RIBAO in Chinese 26 Mar 87 p 2 


[Interview of unidentified Sichuan tax official by SICHUAN RIBAO reporter; 
date and place not given] 


[Text] Since the “Interim Regulations on Personal Income Regulatory Tax of 
the People's Republic of China” was published in the papers, many readers have 
written to ask questions about personal income regulatory tax collection. For 
answers, our reporter paid a visit to a responsible person of the Sichuan 
Provincial Tax Bureau. 


[Question] What kinds of income are involved for the collection of personal 
income regulatory taxes? 


[Answer] According to the regulations, personal income regulatory taxes will 
be collected from the following seven kinds of income: wage and salary 
income; contract and subcontract income; income for personal services 
rendered; income from the leases of property; income from the transfer of 
patent rights, royalties, and the provision or transfer of unpatented 
technologies; income from writing and translation; and income from interest, 
dividends, and extra dividends. In addition, the State Council has authorized 
the Ministry of Finance to decide on other types of incomes on which personal 
income regulatory taxes should be levied. 


[Question] How are taxes computed on the above-mentioned seven kinds of 
income? 


[Answer] There are three different methods of computation. 


1. Wage and salary income, contract and subcontract income, income for 
personal services rendered, and income from the lease of property are regarded 
as general income. Monthly general income in excess of the amount 300 percent 
above the basic taxable income (100 yuan for wage areas of category 6 and 
below, 105 yuan for wage areas of category 7 and 8, 100 yuan for wage areas of 
category 9 and 10, and 115 yuan for the wage area of category 11) will be 
taxed at progressive rates (from 20 percent to 60 percent). Take the wage 
area of category 6 for example. If a person's monthly general income is 1,000 
yuan, the first 400 yuan of his income is exempted from regulatory tax; the 
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part of income from 401 to 500 yuan is taxed at a rate of 20 percent, or 20 

yuan; the part from 501 to 600 yuan is taxed at a rate of 30 percent, or 30 

yuan; the part from 601 to 700 is taxed at a rate of 40 percent, or 40 yuan; 
the part from 701 to 800 yuan is taxed at a rate of 50 percent, or 50 yuan; 

and the part from 801 to 1,000 yuan is taxed at a rate of 60 percent, or 120 
yuan. The person is taxed a total of 260 yuan, 26 percent of his income. 


2. For income from writing and translation and income from transfer of patent 
rights, royalties, and provision or transfer of unpatented technologies, a 
deducation will be allowed for expenses (800 yuan for each single payment of 
less than 4,000 yuan, and 20 percent for each single payment of 4,000 yuan or 
more). The remaining amount will be taxed at a flat rate of 20 percent. 


3. Income from interest, dividends, and extra dividends is net income, for 
which no deducation for expenses will be allowed. The amount actually 
received will be taxed at a flat rate of 20 percent. For example, an interest 
income of 1,000 yuan will be levied a tax of 200 yuan. 


[Question] How will personal income regulatory taxes be collected? 
[Answer] Personal income regulatory taxes will be collected in two ways: to 
be withheld by the paying unit (the unit which makes the payment will withhold 


the tax according to law), or to be paid by the taxpayers who are required to 
file returns and pay tax themselves. 


12802/13104 
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FINANCE, BANKING ECONOMIC 


BRIEFS 


FOREIGN EXCHANGE RESERVES RISE--Zhang Zhongji [4545 6945 1015], spokesman 
of the State Statistical Bureau, told Chinese and foreign reporters on 

17 April that China's foreign exchange reserves showed an increase in the 
first quarter of 1987 from what they were at the end of 1986, marking the 
ending of a downward trend and the beginning of an upward trend. Zhang 
Zhongji attributed the increase to the following: In the first quarter of 
the year, there was a favorable balance of nontrade payments to the tune 

of $670 million, and there was also a big increase in exports. At the same 
time, restrictions were imposed on imports of foreign cars, television 
sets, other expensive consumer goods, and mechanical and electrical products. 
As a result, the trade deficit in the first quarter of the year was 

reduced by two-thirds from that in the same period last year. He said 

that trade between China and the Hong Kong-Macao area in the first 

quarter of the year totaled $3.94 billion, including $2.48 billion in exports 
and $1.46 billion in imports, an increase of 35.5 and 55.3 percent, 
respectively over the same period last year. In the same period, China's 
trade with Japan decreased 14.5 percent; trade with the Soviet Union 
increased 16.7 percent; and exports to the United States and the EFC 
increased by a fairly large margin, while imports from them decreased by 
varying degrees. [Text] [Beijing RENMIN RIBAO OVERSEAS FDITION in Chinese 
21 Apr 87 p 3] = 12802/9190 
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INDUSTRY ECONOMIC 


STATISTICS OF LEADING CITIES' INDUSTRIAL OUTPUT 
0W270548 Beijing XINHUA in English 0533 GMT 27 May 87 


[Text] Beijing (CEI1)--Following are 20 Chinese cities with total industrial 
output value surpassing 10 billion yuan: 


Total Output Percentage Absolute Tax Percentage 
Value Of Increase And Profit Of Increase 
(Billion Yuan) (Billion Yuan) 





Total 413.18 10.4 69.776 -3.2 
Shanghai 91.78 5.5 20.956 -4.6 
Bei jing 34.86 5.8 8.104 -3.3 
Tianjin 33.24 6.4 6.431 -0.6 
Suzhou 23.37 20.8 1.859 -12.8 
Wuxi 21.47 18.0 1.889 -14.6 
Shenyang 18.59 10.5 2.923 -2.5 
Guangzhou 17.80 4.5 3.390 -2.8 
Wuhan 17.52 7.3 3.319 -1.5 
Hangzhou 17.16 17.2 2.559 3.1 
Chongqing 14.83 7.4 2.001 -14.2 
Yangzhou 13.75 21.5 1.390 38.7 
Nanjing 13.58 8.6 2.418 -7.2 
Ningbo 13.31 16.3 1.585 1.5 
Dalian 13.17 13.6 2.597 2.5 
Qingdao 12.63 15.7 2.084 3.2 
Changzhou 11.64 11.5 1.293 -8 .6 
Chengdu 11.44 6.6 1.633 -10.5 
Foshan 11.24 23.2 0.980 -5.5 
Nantong 11.11 15.8 1.015 -5.1 
Yantai 10.69 25.0 1.314 16.2 
/12913 
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INDUSTRY ECONOMIC 


BANKS PASS $210 MILLION LOAN FOR STEEL PLANT 
HK290330 Beijing CHINA DAILY in English 29 May 87 p l 
[By Staff Reporter Chen Guangfeng] 


[Text] A loan agreement for the financing of the second phase of a major 
Chinese iron and steel complex was signed yesterday at the Great Hall of the 
People in Beijing. 


The $210 million loan, organized and arranged by the Bank of China [BOC] and 
China Development Finance Company in Hong Kong, is the first syndicated loan 
arrangement by the BOC for a State-owned enterprise. It is also the first 
time foreign capital is being borrowed for a steel plant in China by a group 
of banks. 


The transaction involves 24 international banks from 12 countries, including 
the First National Bank of Chicago, Britain's National Westminster and the 
Industrial Bank of Japan. 


Under the agreement, the Panzhihua Iron and Steel Complex in Sichuan Province 
will repay the loan in nine years at an interest rate of libor plus 3/8 of 1 
percent a year during the first four years and libor plus 1/2 of 1 percent a 
year during the last five years. 


The loan is part of the 2.4 billion yuan earmarked by the Chinese Government 
for the second phase of the complex, which has been listed one of the 
country’s largest projects during the Seventh 5-Year Plan period (1986-90). 


The total investment will be spent on the construction of a new blast furnace, 
a continuous casting plant, a cold rolling plant, a hot rolling plant, and an 
H-shape steel plant. 


The syndicated loan will be used to import key equipment and instruments. 


When the projects are completed in 1992, the complex will double its current 
crude steel output of 1.5 million tons a year. 


Ling Zhi, vice-president of BOC, said yesterday that the signing of the 
agreement demonstrated China's determination and willingness to invite 
international financing for the country's major enterprises. 
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“China is adhering to its long-lasting State policy of opening to the rest of 
the world and using foreign capital,” he said at a reception after the signing 
ceremony. “We attach the same importance to inviting foreign entrepreneurs 
with advanced technology and management expertise to China to set up 
enterprises as to helping international bankers develop their operations in 
the country,” he added. He said China has a number of large industrial 
enterprises like the Panzhihua complex that play a significant role in the 
country's economy. : 


Although the government is taking various measures to give them greater 
vitality, their growth and expansion will require great financial resources 
from domestic and international banks. 


“We foresee that in the years to come, we will raise more funds in 
international capital markets to supply these big customers, including some 
large and medium-size iron and steel plants,” he said. 


The Panzhihua Iron and Steel Complex is the fourth largest of its kind in the 
country. It was built and run entirely with Chinese investment and 
domestically-developed technology. 


Construction of the complex began in 1965 on what was then a piece of 
wasteland. It took five years before the complex produced its first iron in 
1970. Steel was produced a year later and steel products were turned out in 
1974, which marked the completion of its first phase of construction. 


/12913 
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INDUSTRY ECONOMIC 


INLAND FACTORIES MERGE, STRESS CIVILIAN PRODUCTION 
HK270258 Beijing CHINA DAILY in English 27 May 87 pl 
[By Guo Zhongshi] 


[Text] China is taking measures to consolidate the nearly 30,000 enterprises 
built behind the country's so-called Third Defence Line, an inland area set 
aside in the 1960s, when the nation expected war with its enemies. 


The move is aimed at bringing into fuller operation highly productive elite 
industrial firms ranging from nuclear industries to machine building. 


To guard against foreign invasion and protect the country’s industrial 
production and military supplies, China mapped out three major defence lines, 
with the frontier and coastal areas as the first line of defence, an 
intermediate zone as the second line of defence and deep heartland areas such 
as Sichuan, Hunan, Guizhou, Yunnan and Shaanxi provinces as the third. China 
no longer considers war to be imminent. 


Although the effort to build a strong rear base helped update China's military 
equipment and improve the country's industrial distribution, the land locked 
defence industry group, which has been allotted some 200 billion yuan (about 
$55 billion) by the State in the past 20 years, has become something of a 
burden, some officials say, because of the scattered location of the 
enterprises. 


However, an official from the State Council's Third Defence Line Office said 
that efforts will be made to turn the burden into something productive by 
closing down, merging or transferring the production of factories which suffer 
a lack of raw materials and ready-made sales channels. 


Meanwhile, efforts will be made to move firms, especially high-tech industries 
and scientific research institutes, nearer to the seven railway arteries built 
in the 60s. 


An official in charge of defence industries in the region told CHINA DAILY 
that many firms had turned their production to civilian products such as 
heavy-duty trucks, motorcycles and bicycles. 
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In Sichuan alone, the output value of civilian products manufactured by 
defence industries has climbed to 63 percent of their total output value, he 
said. 


The State will try to tap the potential of 121 major industrial enterprises in 
the Third Defence Line area under its massive readjustment plan, the official 
said. He said that building stronger ties of co-operation between inland 
industries and the highly developed enterprises in coastal areas is another 
way to upgrade industry in the region. 


The official said that the State Education Commission and the State Council 
have also allocated more money and teachers to give children of people working 
in those out-of-the-way factories a better education. 


In the process of rearranging the industrial structure in the area, the State 
has decided that no new enterprise wili be set up if existing defence plants 
can produce what is needed. 


A combination of military and civilian production is the only way to get rid 
of the burden, he added. 
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INDUSTRY ECONOMIC 


MANAGEMENT RESPONSIBILITY SYSTEM HELPS ENTERPRISES 
OW050848 Beijing XINHUA in English 0659 GMT 5 Jun 87 


[Text] Beijing, 5 Jun (XINHUA)--Thanks to the management responsibility 
system, 32 large iron and steel enterprises in China have made remarkable 
increases in productior over the past 5 years. 


The 32 plants have increased profits by 21.7 percent annually and taxes 
submitted have jumped by 24.6 percent a year on average, the "PEOPLE'S DAILY" 
reported today. 


During that period, these enterprises handed over 6 billion yuan in profits 
and taxes to the country while they used more than 2 billion yuan for their 
technology reform, the paper said. 


Production of iron, steel, and rolled steel increased by 5 percent, 8.17 
percent, and 12.2 percent annually respectively. Seventy-three steel works 
that have not introduced the new system of management, however, saw their 
production of iron, steel, and rolled steel increase by only 1.4 percent, 
1.37 percent, and 6.41 percent respectively. 


/9599 
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INDUSTRY ECONOMIC 


AUTOMOTIVE FIRM BECOMES MODEL OF MANAGERIAL REFORM 
0WO21327 Beijing XINHUA in English 1202 GMT 2 Jun 87 


[Text] Wuhan, 2 Jun (XINHUA)--The Aeolus United Automotive Industry Corp., 
the largest of its kind in China, is becoming a model for the reform of the 
managerial system of China's large enterprises. 


By way of inter-regional cooperation of the relevant enterprises, it has 
broken the barrier caused by departmental and administrative divisions and has 
rationalized the automotive organization structure. An enterprise group 
managerial systen which is beneficial to the state, localities, enterprises 
and workers has been basically formed. 


The corporation was set up in April 1981 and has 180 members at present. It 
has 230,000 personnel and centers on the No 2 motor vehicle plant as its 
leading enterprise. 


Zhuang Xianchang, deputy manager, said that the corporation made 115,600 motor 
vehicles in 152 varieties last year. It has an annual output value of 5 
billion yuan and profits of 800 milion yuan, which accounts for 35 percent of 
China's total from the industry. 


Zhuang said that this is mainly owing to the combination of enterprises on a 
voluntary basis in production and technology, while applying flexible 
management methods. 


Chen Qingtai, chairman of the board of directors of the corporation and 
director of the No 2 motor vehicle plant, said that the corporation has set up 
unified management of personnel, finance, materials, production, supplies and 
sales. Yet the ownership and financial structures of the partners remain 
unchanged. 


To ensure the sound development of the corporation, the No 2 motor vehicle 
plant and four other relevant enterprises will be specially listed in the 
state plan according to a decision by the State Council in April 1986. At the 
same time, the state has named it as the pilot enterprise in the reform of the 
industry's managerial system. 
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INDUSTRY ECONOMIC 


BRIEFS 


ANNUAL INDUSTRIAL OUTPUT VALUE--Beijing, 22 May (ZHONGGUO XINWEN SHE)--China 
now has 20 cities with an annual industrial output value of over 10 billion 
yuan. Foshan, Nantong, and Yantai have just joined the group of cities with 
an annual industrial output value of 10 billion yuan. According to a report 
prepared by the state Statistics Bureau, these 20 cities are Shanghai, 
Beijing, Tianjin, Suzhou, Wuxi, Shenyang, Guangzhou, Wuhan, Hangzhou, 
Chongqing, Yangzhou, Nanjing, Ningbo, Dalian, Qingdao, Changzhou, Chengdu, 
Foshan, Nantong, and Yantai. Last year, of these 20 cities, Shanghai came 
first with a gross industrial output value of 91.78 billion yuan, and Yantai 
came last with a gross industrial value of 10.69 billion yuan. The total 
industrial output value of these 20 cities last year was 413.18 billion yuan. 
[Report: "20 Cities in China have an Annual Industrial Output Value of Over 
10 Billion Yuan"--ZHONGGUO XINWEN SHE headline] [Text] [Hong Kong ZHONGGUO 
XINWEN SHE in Chinese 0405 GMT 22 May 87 HK] /12913 
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CONSTRUCTION ECONOMIC 


PRC TO REORGANIZE CONSTRUCTION INDUSTRY 
HKO10744 Beijing CHINA DAILY in English 1 Jun 87 p 3 
[By Staff Reporter Wen Jia] 


[Text] China is to reorganize its construction industry and invite more 
public tenders for projects, CHINA DAILY has learned. 


The move, an important step in modernizing management techniques, is aimed at 
creating a group of modern construction corporations, supported by various 
operational units. 


Gan Zhijian, deputy-director of the State Planing Commission, made the 
announcement last Saturday at the opening of a five-day national building 
conference. 


These new corporations will have efficient staffs, and modern scientific 
managements capable of designing and building projects with new technology. 


The operational companies, mostly medium-sized State-owned units as well as 
some collectively owned rural ones, will have fewer managerial staff but more 
workers capable of undertaking several types of work. The companies will also 
be able to sign contracts with general construction corporations. 


At first, the managerial systems of about 20 State-owned large construction 
enterprises will be reformed starting from next month. 


The present number of staff in State-owned building enterprises will be cut, 
Gan said. Those who lose their jobs can turn to service trades and help set 
up other construction enterprises. 


China now has 18 million builders on the mainland. About 6 million are 
employed by State-owned companies, approximately 15 percent fewer than seven 
years ago. 


Public bidding and contract responsibility systems have been developed in 
these years, Gan said. Last year, 80 percent of new buildings were built 
under contract and 19 percent after tenders had been accepted. 
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Despite some achievements, many construction enterprises are still plagued by 
low efficiency due to bad management, and out of date equipment. Many 
projects take too long to complete, the quality of work is sometimes poor and 
there is a heavy waste of materials. 


The public bidding system, which Gan said has proved effective, will be 
encouraged and covered by relevant laws, making it an important part of the 
construction industry. 
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CONSTRUCTION ECONOMIC 


CONSTRUCTION WORKERS TO END "NOMADIC EXISTENCE‘ 
HKO50510 Beijing CHINA DAILY in English 5 Jun 87 p 3 
[Article by staff reporter] 


[Text] China's state-owned construction enterprises will set up their own 
permanent living areas, ending more than 20 years of nomadic existence, a 
state official said yesterday. 


Gan Zhijian, deputy-director of the State Planning Commission, said at the 
closing ceremony of the National Building Conference, which was held in 
Beijing, that the move will improve the competitiveness of these enterprises 
and allow the workers and their families to live more stable lives. 


Presently, when workers go to a construction site, their families, schools and 
other facilities also move with them. This is bothersome to the workers, 
their children and reletives, and causes great waste and hinders the 
efficiency of these enterprises. 


The enterprises will die out if these practices continue, Gan said. 


The permanent living areas will mean retired workers will be ensured of 
having a place to spend their remaining years in happiness and the young will 
be ensured of a place where they can receive a formal educati: . 


But Gan also said the services industry should be developed in these living 
areas to serve the people living there and to give jobs to unemployed 
construction workers. 


Gan also said the construction companies should expand into different fields. 
Large companies should develop into modern construction corporations capable 
of designing and constructing various kinds of projects and the smaller should 
become specialized in several types of work. 


The enterprises need to cooperate more to become more versatile and to raise 
the utilization ratio of construction equipment, Gan said. 
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CONSTRUCTION ECONOMIC 


BRIEFS 


STATE COUNCIL ISSUES NOTICE--Beijing, 29 May (XINHUA)--The State Council in a 
recent circular called for efforts to bring municipal construction into line 
with the requirements of the open policy and the socio-economic development 
and the reform of the economic system. The circular called for full 
implementation of the principle of controlling the size of big cities, 
developing medium-sized ones and actively building smaller cities and 
achieving the most rational use of every inch of the land. During the 1986- 
1990 period, the circular said, efforts will be concentrated on construction 
work in the three municipalities of Beijing, Tianjin and Shanghai, the capital 
cities of provinces, coastal cities open to foreign investment and tourism 
cities. The cities should be constructed in a planned and more cost-effective 
way. The construction of luxury hotels, monuments, etc., which swallow a lot 
of funds needed for projects more closely linked to the people's everyday life 
and production, will be more strictly controlled, according to the notice. 
[Text] [Beijing XINHUA in English 1438 GMT 29 May 87 OW] /12913 
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COMMERCE ECONOMIC 


SHENYANG ENTERPRISES SELL TECHNOLOGICAL COMMODITIES 
HK270836 Beijing RENMIN RIBAO in Chinese 25 May 87 p 3 


[Report by Wang Yougong (3769 0645 1872) and Li Tiefu (2621 6993 1133): 
"Large and Medium Enterprises in Shenyang City Sell Technological 
Commodities" ] 


[Text] Since the second half of last year, the Shenyang technology market, 
which treated scientific research units, universities, and colleges as its 
main technological seller in the past, has brought about marked changes. Some 
large and medium enterprises whose only task was producing "hardware" 
(products) in the past have begun providing “software” products to medium and 
small enterprises and township enterprises, such as transferring technology 
and providing technological service. In the first quarter of this year, one- 
third of the ity's large and medium enterprises have entered the technology 
market, and the contracts on selling technology accounted for 80 percent of 
the city's total technological contracts during the period. City leaders 
believe this is a strategic change in the technology market. 


There are some 210 large and medium enterprises in Shenyang City. These 
enterprises, which have various scientific research means, strong 
technological power, and various talented people, set eyes only on turning out 
products and had not established the idea of technological commodities in the 
past. 


In recent years, Shenyang City has pushed the large and medium enterprises 
into the technology market and treated this as one of the important tasks for 
invigorating these enterprises, for improving economic results, for increasing 
production and income, and for opening up the technology market. The city 
government has done its best to create a good externai environment for large 
and medium enterprises entering the technology market, and has adopted a 
series of measures. For example, it has allocated some 1U million yuan from 
local revenue as circulation funds for technological trading to heip 
enterprises that wish to develop or purchase technological advances but lack 
funds, to create more channels for obtaining funds for enterprises’ techno- 
logical development, to help the city bank in issuing loans on technological 
trading, and to increase the proportion of technological development funds 
retained by enterprises. This has further aroused the enthusiasm of the large 
and medium enterprises to enter the technology murket. The total transaction 
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volume of technological trading of the Shenyang heavy machine building plant 
as the seller from January to April reached some 5.5 million yuan, exceeding 
last year's total transaction volume. The net income from technological 
trading accounted for 30 percent of the total profit of the plant in the same 
period. Last year, they used 50 percent of the income from technological 
trading and allocated some 1.4 million yuan to develop 15 new products and 
modify 12 old products. This has not only improved the economic results of 
the whole plant and promoted technological advancement, but has also supported 
development of medium and small enterprises and township enterprises. 


The leaders of Shenyang City hold that large and medium enterprises are not 
only main buyers of technological commodities, (according to the number of 
agreements and contracts, about 70 percent technology flows to large and 
medium enterprises), but are also the main sellers of technological 
commodities. They should play a key role in the technology market. 
Enlivening this link can effectively promote technological progress of large 
and medium enterprises and can stimulate their combination with universities, 
colleges, and scientific research units. They also hold that this new change 
in the setup of the technology market marks an important step in invigorating 
Shenyang City's science, technology, and economy. The city government 
recently demanded that 80 percent of all large and medium enterprises enter 
the technology market this year. Most large and medium enterprises in 
Shenyang now can include the development and management of technological 
commodities in their production, management, and sales plans. Some 
enterprises have assigned the production task for technological commodities 
level by level. Most large and medium enterprises have set up special 
technological trading management organs, formulates management regulations on 
technological trading, and actively trained qualified personnel for opening up 
the technology market. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


CHINA'S TEXTILE EXPORTS TOTAL $6.5 BILLION 
HKO21134 Hong Kong ZHONGGUO TONGXUN SHE in Chinese 0908 GMT 1 Jun 87 


[Report: "China Derives $6.5 Billion of Foreign Exchange From Its Textile 
Exports"--ZHONGGUO TONGXUN SHE headline] 


[Text] According to a report from Beijing, an official of the Chinese 
Ministry of Textile Industry revealed a couple of days ago that in the future 
China's textile industry will emphasize the development of such final products 
as garments, articles for decoration, and products for industrial use, so as 
to speed up the improvement of the quality of all kinds of semi-finished 
products and fiber raw material. 


In order to increase trade and technical exchange with the textile industrial 
circles of all countries in the world, the Chinese Ministry of Textile 
Industry and the China Association for Enhancement of Trade have decided to 
organize a large-sized international exhibition of textile machinery in 
Beijing in July next year and hold one every other year thereafter. 


According to statistics, China's gross output value in the textile industry 
totaled more than 93.3 billion yuan last year. Nowadays, China's textile 
industry consists of 10 major lines of production, namely, cotton textiles, 
printing and dyeing, after-treatment, wool textiles, silk fabric, spinning, 
linen textile, knitting, chemical fiber textiles, and textile machinery. Last 
year, China earned a total of $6.5 billion in foreign exchange from textile 
exports. Now, with over 24 million spindles, China is the country with most 
spindles in the world. China's silk fabric industry has always been 
developing at a high speed. The country's raw silk export accounts for 90 
percent of the world's raw silk trade, and its genuine silk fabric export 
volume makes up 40 percent of the world's silk fabric trade. In other words, 
China ranks first in the exports in both fields. 


The official of the Ministry of Textile Industry said: China's chemical 

fiber textile industry is quite developed, with a gross output of over l 
million tons recorded last year. In the future China will emphasize the 
development of new chemical fiber products to provide the garment industry 
with new fabrics. At present, the major tasks of China's garment industry are 
to enhance the garment design standard, to improve processing technology, and 
to strengthen the supply of auxiliary raw materials. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


PRC EXPORTS RISE 38.6 PERCENT JANUARY-APRIL 


HK300644 Hong Kong SOUTH CHINA MORNING POST (BUSINESS POST) in English 30 May 
87 pl 


[By Olivia Sin} 


[Text] China's exports increased by 38.6 percent to US$11.1 billion in the 
first four months of the year, while imports declined 15 percent to $7.6 
billion, according to the Ministry of Foreign Economic Relations and Trade. 


Zhang Peiyi, director of the ministry's International Trade Research 
Institute, said the improved export performance was a result of measures 
adopted to encourage exports, as well as economic recovery in major overseas 
markets. He said China had tightened foreign exchange controls and curbed 
overlapping imports of machinery and equipment. 


A senior Chinese official admitted last year that despite central planning, 
China's imports of equipment and technology were chaotic and lacked effective 
control. 


Mr Zhang said China would impose strict controls on imports of machinery that 
could be made domestically. 


A recencly issued government directive said Chinese enterprises should place 
priority on China~-made machinery, even if it were of quality inferior to that 
of foreign machinery. The Government says China will continue to import raw 
materials, advanced equipment and key components that will aid its export- 
oriented industries. 


Mr Zhang said increased exports and foreign-currency earnings had been given 
priority by state planners, and imports of machinery or resources that would 
help expand exports were likely to be approved. 


Because of the slip in world oil prices, China was forced to cut exports of 
crude oil by 50 percent last year, reducing oil income by $3.8 billion, he 
said. But the loss had been off-set by increased exports of textiles, light 
industrial goods, arts and crafts and food. 


66 





The ministry's trade figures reflected only the value of trading contracts 
signed during the period. Customs figures yet to be released will include all 
items that passed through checkpoints. 


Mr Zhang said the share of manufactured industrial goods of total exports was 
increasing, which indicated that China was cutting reliance on primary goods 
in favour of high value-added items. 


Manufactured industrial goods accounted for 49.5 percent of total exports last 
year, compared with 45.8 percent a year earlier. 


Imports of advanced technology and machinery accounted for 16 percent of total 
imports last year, compared with 10 percent in 1985. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


SHANGHAI OFFICIAL DISCUSSES FOREIGN TRADE PROSPECTS 
Shanghai SHIJIE JINGJI DAOBAO in Chinese 9 Mar 87 p 2 


[Article by staff reporters Shen Yejun [3088 0673 0689] and Mou Jun [3664 
6511): “Prospects for Development of Shanghai's Foreign Economic Relations and 
Trade; Shen Beizhang [3088 5926 4545], Chairman of the Shanghai Municipal 
Foreign Economic Relations and Trade Commission, Talks with Reporters at Small 
Trade Fair; as Long as We Continue To Do Our Work Soundly, There Are Good 
Prospects for Foreign Business Investment From Now on") 


[Text] The fifth Shanghai foreign trade talks, which are on a larger scale 
than the previous ones, are showing to the world Shanghai's tremendous 
capacity to export commodities. In the past few days, the number of foreign 
businessmen attending the talks has exceeded the total number of people at 
last year's talks. The amount of deals in the making is extraordinary, 
exceeding what people had imagined in advance. 


To learn about this, these reporters interviewed Chairman Shen Beizhang of the 
Shanghai Foreign Economic Relations and Trade Commission. He excitedly told 
these reporters that more than 60 trade delegations from Shanghai participated 
in these talks, exhibiting several thousand major products. The talks 
provided coordinated, excellent service to the 2,200 businessmen from more 
than 40 countries and regions attending the talks; the businessmen were 
favorably impressed. In the first 5 days of the talks, the volume of business 
grew more than 50 percent compared to the same period in 1986; it is predicted 
that the total volume of business will surpass last year's. This fully 
illustrates the encouraging momentum currently behind the growth in Shanghai's 
foreign economic relations and trade. The “technology export corner," set up 
for the first time, exhibited a number of fairly advanced, representative 
technical products and S&T results. It attracted a large number of foreign 
businessmen, and letters of intent have been signed for the export of seven 
technical items. The talks concentrated on exhibiting "famous, special, and 
high-quality" products and new commodities developed in recent years in the 
port of Shanghai. In just one visit, the businessmen could thus get a bird's- 
eye view of Shanghai's export commodities. 


People have historically been concerned about the foreign investment climate 
in Shanghai. Shen Beizhang explained to these reporters that Shanghai 
welcomes foreign businessmen to come here and invest. Following the issuance 
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by the State Council of the "Regulations Encouraging Foreign Business 
Investment," Shanghai formulated 16 corresponding regulations, which take 
account of actual conditions, to encourage foreign business investment. It 
also set up in succession a "foreign-funded enterprise foreign exchange 
transfer center," a "foreign-funded enterprise materials supply service 
company," and a "foreign investment service office." Their purpose is to 
legally affirm and protect foreign business investment, and to deal at the 
outset with actual circumstances, create conditions which will attract 
investment, speak the facts, and let reality convince people. Shen Beizhang 
told these reporters that as long as we continue to do our work soundly, there 
are good prospects from now on for foreign business investment. 


When asked about what plans Shanghai has for the future development of foreign 
economic relations and trade, Shen Beizhang stated that since Shanghai is an 
old industrial and export base, it has a considerable advantage in expanding 
exports. But Shanghai cannot complacently continue the old ways, nor can it 
stand still. In response to the new demand of the central authorities, it 
should first open up the international market, increase production of 
marketable goods, and convert a considerable proportion of domestically 
oriented enterprises into export-oriented enterprises. It should emphasize 
the collection and study of international market information; when the 
international market has been well understood, Shanghai should seize th. 
opportunity and sell even more products on the international market; it should 
strive to make new breakthroughs while maintaining an upward momentum in 
foreign trade. Shanghai should strive to raise the percentage of local 
enterprises producing export goods from the current 30 percent to 40 percent 
by 1990. Within a range allowed by financial resources, it should continually 
perfect the favorable policies granted to export enterprises. The State 
Council has permitted Shanghai to directly raise funds on international 
financial markets, such that it borrows and repays the money itself. Based on 
this method, Shanghai should fully use foreign funds to promote the early 
realization of Shanghai's economic development strategy. 


According to Shen's explanation, Shanghai's annual foreign trade talks have 
become an overall showcase to the world for Shanghai's export commodities and 
an effective way to promote export deals. The talks provide an important 
venue where Shanghai and every country in the world can strengthen economic 
cooperation and carry out technical, trade, and cultural exchanges. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


PKC PAPER ON ENTERPRISES WITH FOREIGN INVESTMENT 
HK2/U9JU1 Snanghai SHIJIE JINGJI DAOBAO 11 May 87 p ll 


[Article by Suo Qian (4792 6197) of the study office of the Beijing Municipal 
People's Government: “Several Questions and Proposals Concerning Enterprises 
with Foreign Investment"--first paragraph printed in boldface] 


[Text] From what we have learned in Guangdong, Fujian, and Beijing, the 
operating enterprises with foreign investment are confronted with many 
difficulties and problems, which should be conscientiously studied and 
solved. 


Since opening up to the outside world, our work of using foreign capital has 
developed rapidly. By the end of 1986, there were more than 7,000 enterprises 
with foreign investment, about half of which had gone into production or 
Started business. The Ministry of Foreign Economic Relations and Trade 
recently announced that in the work of attracting direct investment from 
abroad, our country will adopt the policy of steady development, concentrating 
on making a success of the existing enterprises with foreign investment and 
striving to raise investment returns rather than seeking excessive growth 
rate. Moreover, it will adopt effective measures to improve the investment 
environment. However, from what we have learned in Guangdong, Fujian, and 
Beijing, the practical situation of enterprises operating with foreign 
investment (call enterprises with foreign investment hereafter for short) has 
been far from ideal. They are confronted with many difficulties and problems, 
which should be conscientiously studied and solved. 


1. Judging From the Management Structure 


The contradiction between the objective demands of enterprises with foreign 
investment and the existing Chinese economic structure is the principal 
contradiction faced by the enterprises in business operations. This leads to 
a series of problems. 1) The existing management institutions are so 
complicated and overlapping that an enterprise has to go through a good deal 
of bother to get anything done. For example, to obtain an import license, a 
joint venture had to "send in an application from one level to another, going 
through 8.7 rounds lasting 11 months.” 2) It is difficult to bring into play 
the normal functions of the board of directors. It is stipulated in the law 
on joint ventures that an enterprise with foreign investment enjoys 
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decisionmaking power in business operations and that the board of directors is 
the highest policy-making body of the enterprise. In fact, however, in their 
business activities many enterprises still have to seek instructions from the 
competent departments, interventions in enterprise decisionmaking power occur 
from time to time, and the role of the board of directors is often weakened. 
3) We lack the necessary service and supervision. It is stipulated in the 
rules for the implementation of the law on joint ventures that the competent 
government department of the Chinese joint venturer is the competent 
department of the joint venture, which is responsible for guiding, helping, 
and supervising the enterprise. Because the functions of the existing 
management institution has not been genuinely shifted to the track of 
supervising, guiding, and serving the enterprises, a considerable number of 
the competent departments of enterprises have actually been unable to 
satisfactorily assume the above-mentioned responsibility. The competent 
departments in various localities are not quite clear about the practical 
conditions of the operating enterprises. They do not have comprehensive data 
on the enterprises. In particular, they cannot keep pace with such office 
work as statistics, accounting, auditing, and industrial and commercial 
administration and management. The capital and accounts of many enterprises 
have not been examined or checked by accounting firms. All this shows the 
lack of supervision and guidance. 4) The existing financial structure is not 
suited to the needs of enterprises operating with foreign investment. At 
present, China's guidance planning on the use of foreign capital and the 
mandatory bank planning on credits, plus the lack of financial market in our 
country, have led to a gap in credit supply on the macrolevel. The 
specialized banks only work out various credit plans and distribute credits. 
When the money supply is tightened up, enterprises with foreign investment 
often fail to get funds. 


2. Judging from Operation Conditions 


In the past year or so, both central and local authorities have done 4 great 
deal of work to improve operation conditions for enterprises with foreign 
investment. The situation has been greatly improved, but there are still many 
difficulties in the production and management of these enterprises. 1) A 
shortage of qualified personnel. Enterprises with foreign investment need a 
considerable number of qualified workers, technicians, and managers. They 
also demand the right to advertise for and dismiss workers. In this respect, 
although there are corresponding stipulations in the joint-ventures law and 
some detailed rules and regulations, they cannot be fully implemented. The 
enterprises find it difficult to find the people they are badly in need of and 
to transfer those they do not need to other units. The low cost of labor is a 
major advantage on our side in attracting foreign investment. However, if the 
efficiency of labor and the quality of products are affected by the poor 
quality of personnel, we may well lose our advantage or even be reduced to 
inferiority. 2) A shortage of funds. This is a common preblem for most 
enterprises with foreign investment. Before they were formally established, 
most such enterprises did not prepare their own floating funds, expecting to 
seek loans from the bank. However, loans provided by the bank can only 
satisfy the needs of some of them. 3) The prices of energy and materials are 
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high and they are not guaranteed. Since the materials needed by these 
enterprises are not included in state planning, many of them are in short 
supply. Thus, the enterprises cannot but purchase at negotiated prices. As 
the negotiated prices are usually higher, the production cost of the 
enterprises is thus increased and their economic returns reduced. 4) The 
market problem. An important purpose of establishing enterprises with foreign 
investment is to promote export and expand foreign market. However, at 
present, most products of these enterprises cannot be exported. Thus, they 
have to be sold in our domestic market. Although some of these products can 
replace those formerly imported, due to the lax import control, some users 
units are still spending foreign exchange to import those products from 
abroad. Foreign businessmen also find this hard to understand. 


3. Judging From the Financial Situation 


The financial situation of the enterprises with foreign investment has a 
direct bearing on the interests of both sides and the development of 
enterprises. On our side, only when we pay attention to the use of funds and 
make continuous efforts to increase economic returns can we really make use 
of, rather than merely absorb, the foreign funds. On the side of foreign 
investors, only when they obtain satisfactory profits can they become more 
enthusiastic and put in more investment. However, judging from the 
developments in Guangdong, Fujian, and Beijing, the financial situation of 
such enterprises is still not as good as expected. First, their economic 
returns are not high. Investigation shows that about 2/3 of the enterprises 
have reaped very little profit and some have even suffered losses. The 
average profit rate is slow. In 1985, the highest profit rate of sales 
(business) was 16 percent and the lowest was 6.1 percent. The average profit 
rate of funds was 7.7 percent. There are many reasons for the small profits 
or for the losses of the enterprises, such as the abnormal production and 
management in the early period after the enterprises were put into operation, 
unfavorable conditions for their production and management, and being affected 
by other factors such as supply, price, exchange rate, and taxation and other 
expenses; but for some enterprises they were results of poor management and 
operation. What should be particularly pointed out is that some foreign 
businessmen are making use of their multinational corporations and the means 
of transferring prices to seek exorbitant profits and are paying no attention 
to enterprise management and operation. Many enterprises are in reality 

jo atly owned but not jointly operated. Second, the risk in operation is 
excessively large and solvency is not strong. According to an investigation 
in one place, the debt ratio of the operating enterprises in 1985 (the ratio 
between debts and total assets) was as high as 80 percent. In conjunction 
with the above-mentioned relatively low rate of profits, it shows that the 
long-term solvency of the enterprises is not strong and the risk in operation 
is excessively large. In addition, the average current ratio of the foregoing 
operating between current assets and current liabilities was 1.83. This shows 
that their short-term solvency is rather poor. At present, it is inter- 
nationally held that the current ratio should preferably be 2 showing that 
the financial situation is safe and reliable. If it is bigger than 4, this 
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shows that bonuses have not been utilized very well. If it is smaller than 
1, this shows that there are liquidity problems. 


4. It Is Suggested That an Administration Bureau for Enterprises With Foreign 
Investment Should Be Set Up 


Accordin; to the general demands of enterprises with foreign investment, we 
must set up a special authoritative administration organ as soon as possible-- 
an administration bureau for enterprises with foreign investment (hereinafter 
referred to as foreign investment bureau). It will be a department of 
governments at all levels in charge of the enterprises with foreign 
investment. Its aim should be providing foreign investors and their 
enterprises with all-round, good, and efficient advice, carrying out 
management and supervision, and providing service and should not be a 
“mother-in-law” who is predominant over the enterprises. 


This organ should merge ali foreign investment utilization work organs, their 
personnel, and the tasks they undertake into a body, turning decentralized 
administration into centralized administration. The sphere of its work 
includes: Foreign contacts, advisory service, examination of capital and 
credit, examination and approval of projects, industrial and commercial 
administration, planning and statistics, accounting and auditing, examination 
of accounts, finances and taxation, foreign exchange management, flow of 
capital, supply of energy and materials, training of qualified personnel, 
labor wages, domestic and foreign trade, legal advice, arbitration of 
disputes, technological appraisal, trademarks and patents, and so on. 


5. The Functions of the Boards of Directors Must Be Further Breught Int« Play 


To ensure the exercising of the decisionmaking power of enterprises and to 
uphold and give play to the functions of the boards of directors, it is 
necessary to break the administratively subordinate relations between the 
enterprises and the investors on the Chinese side and the former departments 
in charge and to define the economic relations between both sides. Investors 
can only embody their rights and interests through the activities of the 
directors designated in the boards of directors and cannot directly interfere 
with the operation and activities of the enterprises. The enterprises only 
act in compliance with the decisions of the boards of directors. During the 
period of joint operation, except for the selection and desiguation of the 
directors and senior management personnel, all administrative relations 
(party, government, trade unions, CYL, and women's federations) temporarily 
belong to the foreign investment bureau. When the enterprises encounter 
difficulties in the recruitment and dismissal of personnel, the foreign 
investment bureau is responsible for coordination and arrangement. It is 
essential to expand the enterprises’ rights of doing foreign-related work, to 
simplify the procedures of exit and entry ‘f the personnel engaging in 
foreign-related work, and to permit the enterprises to set up organs abroad. 
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6. The Investigation and Study of the Enterprises with Foreign Investment 
Should Be Stepped Up 


First, it is necessary to investigate and straighten out in the near future 
the enterprises which incur losses and are not operated well. It is necessary 
to change the passive situation as soon as possible. Second, it is essential 
to organize manpower. We must straighten out the currently existing probiems 
of indiscriminately levying charges on the enterprises and of indiscriminately 
apportioning expenses among them and lighten the irrational burdens of the 
enterprises. In addition, it is imperative to implement the policy of 
substituting domestic products for imported products and to open up the market 
for domestic products to replace imported products. In future, when we set up 
new enterprises, we must adhere to the principle of laying stress on both 
quantity and benefit and run them well. We must ensure that while absorbing 
foreign investment, we also import some advanced technology. 


7. The Publication and Explanatory Work of the Policies and Regulations 
Should Be Stepped Up 


To catch up with the change in the situation, many foreign firms now have to 
clip data from newspapers to collect the documents on the policies and 
regulations. It is inconvenient and can easily cause misunderstandings. To 
enable foreign firms to understand the policies and regulations of our country 
on the utilization of foreign investment so that they can make an investment 
and operate according to the law, it is imperative to step up the printing, 
publication, and explanation of the policies and regulations. Immediately 
after the promulgation of any policy or regulation, it must be printed and 
extensively distributed in various languages at home and abroad and 
explanation and interpretation should be done in a unified way by the 
authoritative department. 
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FOREIGN TRADE, INVESTMENT ECOWGMIC 


HONG KONG PAPER ON FOREIGN TRADE REFORM 


HK300652 Hong Kong SOUTH CHINA MORNING POST (BUSINESS POST) in English 30 May 
87 pl 


[By Olivia Sin} 


[Text] Beijing has recently imposed a special “responsibility” system on its 
state foreign trade corpcrations in an attempt to make them trim losses and 
raise economic efficiency, according to a senior Chinese official. 


The new system, designed to force the corporations to head the importance of 
production and operating costs, is viewed as a step forward in China's foreign 
trade reform. Broadly, the reforms aim to make the state corporations 
responsible for their profit and loss accounts. 


Previously, state trading arms were merely given a yearly export target to 
fulfil, without having to bother much about the economic results of their 
work. This had brought substantial losses to the country because some of the 
products exported were not up to par and the production costs of others were 
too high, making it uneconomical to export then. 


Under the new system, the corporations, aside from fulfilling an export 
target, are also required to maintain tight control over their books, 
according to Li Weicheng of the International trade Research Institute of the 
Ministry of Foreign Economic Relations and Trade (MOFERT). 


If the corporations reported losses above a figure the Government was prepared 
to tolerate, the organisations would have to absorb the extra amount rather 
than pass on the burden to the Government. In return, the corporations would 
be allowed to keep part of the profits if their earnings exceeded the target 
set by the Government. 


“In this way, we hope the ‘iron rice bowl" concept will be gradually broken 
and that the trading corporations will be made to shoulder their own losses,” 
Mr Li told a trade seminar organized by the Hong Kong Trade Development 
Council yesterday. 


The responsibility system was proposed by the Minister of Foreign Economic 
Relations and Trade, Zheng Tuobin, earlier this year and all trading 
2orporations were ordered to implement the system swiftly. 
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Mr Li, a divisional chief of the International Trade Research Institute, 
admitted that some of China's exports of foodstuffs, cereal oils and animal 
byproducts lose money. The amount of losses were not disclosed. But the 
export of industrial raw materials, textiles and silk are generally 
economically efficient, bring in significant earnings to the country. 


Mr Li also disclosed that the number of China's foreign trade corporations has 
swollen from just a dozen to an estimated 1,900 in the eight years since the 
country embarked on its economic reforms in 1979. 


Various industrial ministries and provinces had been <ilowed to set up their 
own trading corporations to break the monopoly of MOFERT. 


In additicn, some huge state-owned factories, such as Baoshan Steel Mill, had 
been given authority to trade in order to facilitate their production 
activities. Nevertheless, the specialized trading corporations under MOFERT's 
umbrella still maintained a paramount position in China's foreign trade, 
accounting for 80 percent of the total. 


An undesirable side-effect of the mushrooming trading units was that they 
tended to undercut each other to compete for export markets. 


To avoid cut-throat competition, special coordinating bodies had been set up 
to monitor the behaviour of the trading corporations. 


For instance, Mr Li added, the export of carpets and tungsten ore were not 
controlled by special export societies which were authorized to set the base 
prices and to vet export contracts. Mr Li also said little progress had been 
made in separating the functions of the Government and enterprises in the 
foreign-trade system, as proposed in 1984. 


Although the foreign-trade bureaus had delegated the power to do business to 
the corporations, the bureau kept a tight grip on the latter's activities. 
“In many cases, there has been too much official interference which 
discourages the corporations from taking initiative,” he said. 


The ideal was that the foreign-trade administrator should be responsible for 
mapping out policies and laws, monitoring trading performance and issuing 
export licences, with the trading corporations given a free hand to trade and 
to make profits. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


OFFICIAL REVIEWS WORK OF PRC TRADE PROMOTION BODY 
HKO050541 Beijing RENMIN RIBAO in Chinese 4 Jun 8/7 p 7 


[Article by Jia Shi (6328 4258), chairman of the China Council for the 
Promotion of International Trade: "Further Mutual Understanding, Promote 
Foreign Trade--Commemorating the 35th Anniversary of the Founding of the China 
Council for the Promotion of International Trade"] 


[Text] The China Council for Promotion of International Trade (CCPIT) was 
founded in May 1952, and now it has had 35 years’ history. In the past 35 
years, with the support of our government and our friends in various 
countries, the CCPIT has gradually expanded its business scope and 
continuously broken new ground in its work, and made positive contributions to 
the promotion of our foreign economic and trade relations and to the 
development of the mutual understanding and friendship between the Chinese 
people and other peoples in the world. 


Under the situation of reform, opening up, and economic invigoration, the 
CCPIT as rapidly developed its business since 1979 and has gradually 
established a clear guideline for its work in the new historical period, that 
is, to actively promote foreign trade, make use of foreign funds, introduce 
advanced foreign technology, and carry out various forms of economic and 
technological cooperation for the socialist modernization construction in our 
country. This is also the basic task for the council. 


Through our work in the past 35 years, the CCPIT has established business 
relations with hundreds of economic and trade organizations and numerous large 
financial groups, large corporations, and large enterprises and an even larger 
number of small and intermediate-sized companies, enterprises, and people in 
the industrial and business circles in more than 160 countries and regions in 
the world. The CCPIT has also established friendly and cooperative relations 
with various international organizations in the fields of trade, legal 
affairs, exhibition, trademarks, patent agents, and industrial and knowledge 
titles, and has become member of some international organizations. Today, the 
CCPIT has become a non-governmental trade and economic organization with 
extensive international influence. It is described by some foreign friends as 
"ties of friendship" and "a bridge of cooperation." 
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In the past 35 years, the CCPIT has played a role in promoting the development 
of our diplomatic and foreign trade relations with many countries through 
holding exhibitions, sending delegations to visit other countries, signing non- 
governmental trade agreements, and setting up representative offices in other 
countries. Such non-governmental activities also promoted the development of 
governmental relations. In the more than 20 years before the establishment of 
Sino-Japanese diplomatic relations and in the 6 years before the establishment 
of Sino-U.S. diplomatic relations, the CCPIT acted as a link in nongovern- 
mental trade and played an active role in promoting Sino-Japanese relations 

and in developing Sino-Japanese and Sino-U.S. trade and economic relations. 


Practice in the past 30 years shows that holding exhibitions of China's export 
goods in other countries and participating in international fairs are one of 
the effective ways to give publicity to China's export goods and to increase 
foreign exchange income through exports. In the past 35 years, the CCPIT has 
held a total of 468 economic and trade exhibitions in more than 120 countries, 
and received more than 200 million foreign visitors. In light of the 
different conditions of these countries, the exhibitions put on display our 
industrial and agricultural products and handicrafts. In recent years, we 
jne eased the proportion of chemical, mechanical, and electrical products 

+ he exhibits. In order to meet the needs in the development of foreign 
t nd in the expansion of exports, we have tried to hold exhibitions 
which are composed of many different exhibition stalls and which combine 
exhibition with trade. They have achieved obvious results in promoting our 
exports and in expanding the influence of our goods on international markets. 


The CCPIT has also helped foreign countries and foreign corporations hold 
exhibitions in China so as to promote the introduction of advanced foreign 
technology and key equipment. According to our statistics, in the past 30 
years and more, the CCPIT has helped foreign manufacturers hold nearly 1,000 
exhibitions of all kinds in more thar 20 provinces and municipalities in 
China. During the exhibitions, we also organized more than 10,000 
technological forums and seminars according to the wishes of the foreign 
manufacturers and Chinese users. These activities were generally welcomed and 
highly valued by foreign manufacturers and Chinese users. The Chinese 
audience called such exhibitions "overseas inspections that we can make 
without going abroad." 


According to the decisions of the Chinese government, the CCPIT set up two 
affiliate organizations--the Foreign Trade Arbitration Commission (it is now 
called the Foreign Economic and Trade Arbitration Commission) and the Maritime 
Arbitration Commission--respectively in 1956 and 1959, and they specially 
handle the disputes in our foreign economic exchanges, trade, and maritime 
affairs. Since their founding, these two arbitration commissions have fairly 
and reasonably handled many dispute cases on the basis of facts, laws, 
international practice, and the principle of combining arbitration with 
mediation, thus protecting the legitimate interests of both Chinese and 
foreign litigants and promoting the smooth deveiopment of Sino-foreign 
economic and trade relations. , 
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In recent years, the CCPIT has also opened some new business avenues. For 
example, it has undertaken the function of patent agent, and this service is 
offered to all foreign and Chinese clients. The council has now accepted more 
than 10,000 patent applications involving foreign economic activities. In 
addition, the CCPIT has also actively promoted the exchange of economic and 
trade information. In 1984, the State Economic Commission, the State Science 
and Technology Commission, and the CCPIT jointly organized the China 
International Economic and Technological Cooperation Consultants 
Incorporation; and in January this year, the CCPIT set up an information 
department to offer information and consulting services to members and various 
economic and trade enterprises. 


The 36 branches and 39 sub-branches of the CCPIT in various localities have 
played an important role in promoting the development of local foreign 
economic activities and trade, and these branches and sub-branches have formed 
a trade promotion network in more than 20 provinces and municipalities of the 
country. Their business has been developing rather rapidly, and their work is 
very dynamic. 


In the past 35 years, the CCPIT has made contributions to the development of 
our country's foreign economic relations and trade through its work in various 
forms and at various levels. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


BRIEFS 


IMPROVING INVESTMENT CLIMATE--China has had greater success than other 
developing countries in attracting foreign investment in recent years, though 
the investment climate here still needs improvement, Peter Hansen, executive 
director of the United Nations Centre on Transnational Corporations, said in 
an interview with CHINA DAILY on Tuesday. “During the period, the investment 
flow to the other parts of the developing world has either kept falling or 
stayed stagnant, but China has had a steady increase of foreign investment at 
a rapid rate, Hansen said. He has been in Beijing for discussions on foreign 
investment in China. During the two-day talks, officials from the UN Centre, 
representatives from 15 international corporations and Chinese officials 
looked at ways to improve China's investment environment and discussed ways to 
solve problems affecting the use of foreign capital in China's economic 
development. The proposed approach to tackle the problem of a foreign 
exchange shortage is to make it easier for foreign investors in China to 
export their products and for China to choose those foreign companies that 
have the interest and capabilities to use China as “an export base.” The 
discussion has also looked at legislation, interpretation of contracts and 
simplification of procedures for foreign investors to start businesses in 
China. [By staff reporters Liu Hong and Song Ning] [Text] [Beijing CHINA 
DAILY in English 29 May 87 p 2 HK] /12913 


ASSEMBLING GOODS FOR EXPORT--Beijing, 26 May (XINHUA)--Some 36,000 enterprises 
involved in processing and assembling foreign materials have been established 
since 1979 in China. A total of 210,000 contracts have been signed in the 
past eight years, and the foreign exchange earnings from such services had 
reached US$100 million by the end of April this year, according to today's 
overseas edition of the PEOPLE'S DAILY. At present, Chinese companies handle 
the processing of textile products, clothes, toys, plastics products, 
hardware, pharmaceuticals, fodder, foodstuffs, ornaments, and the assembly of 
electromechanical products. Processing and assembling businesses are now 
spreading from Guangdong and Fujian Provinces, where they started, to 20 other 
provinces and municipalities across the country. The businesses have not only 
helped the country to increase foreign exchange earnings, but also contributed 
to improving technical and managerial levels, and boosting the production 
capacity of enterprises, as well as importing advanced technical equipment, 
the paper added. [Text] [Beijing XINHUA in English 1051 GMT 26 May 87 OW] 
/12913 
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ADVANCED TECHNOLOGY IMPORT URGED--Beijing, 28 May (XINHUA)--China‘s large 
enterprises should buy advanced technology in order to sustain their economic 
vitality, said Guo Shuyan, vice minister of the State Science and Technology 
Commission. Speaking at a national meeting on the administration of technical 
markets, Guo said large enterprises could promote the application and 
production of new technology by purchasing more technology. Of China's 
400,000 industrial enterprises in the country 8,000 are classified as large or 
medium sized. Although they only account for 2 percent of the total, they 
earn more than 60 percent of the profits and taxes of all enterprises. As 
consumers at technical markets run by scientific research institutions, they 
should purchase domestic technology, said Guo, who heads a national 
coordination group of technical markets. Technical markets should concentrate 
their efforts on serving the technical renovation and upgrading of 
enterprises, the official said. He said that hundreds of billions of yuan 
have been allocated to revamping enterprises every year between 1986 and 1990. 
[Text] [Beijing XINHUA in English 1439 GMT 28 May 87 OW] /12913 


CHAMBER OF COMMERCE EXPANDS MEMBERSHIP--Beijing, 30 May (XINHUA)--Foreign- 
funded enterprises in China and overseas Chinese business people working in 
the country are now eligible to join China's non-governmental Chamber of 
Commerce. The decision was announced at a meeting of the Executive Committee 
of the all-China Federation of Industry and Commerce that ended here today. 
The decision also stipulates, those eligible for membership in the Chamber of 
Commerce also include urban collective and cooperative businesses, sino- 
fcreign joint ventures, cooperatively-managed enterprises, some state-owned 
enterprises and rural factories, supply and marketing cooperatives and 
handicraft factories. Hong Kong, Macao and Taiwan business people, Chinese 
business people residing abroad and their descendents, and the representatives 
of Chinese private business people, can join the federation as individual 
members. Federation officials said, “the new policy is designed to make the 
federation even more active.” Today's meeting also passed a motion concerning 
the federation's Sixth National Congress next year and another on the 
establishment of a committee responsible for the revision of the federation's 
constitution. [Text] [Beijing XINHUA in English 1333 GMT 30 May 87 OW] 
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ECONOMIC ZONES ECONOMIC 


FAST ECONOMIC DEVELOPMENT REPORTED IN QINGDAO 
Shanghai SHIJIE JINGJI DAOBAO in Chinese 9 Mar 87 p 2 


[Article by staff reporter Yu Mingshan [0060 2494 1472], Qingdao: "Qingdao: 
Changing Its Image of Just Being a Tourist City, It Faces the World in the 
Midst of Reform and Opening Up") 


[Text] More and more Chinese and foreigners are paying attention to Qingdao, 
which has changed its image in people's eyes of merely being a tourist city. 


On the second day after the opening of this year's Shandong foreign economic 
relations and trade talks, this reporter noticed that even though the Qingdao 
delegation still had not started working, there were already 4 or 5 foreign 
businessmen waiting in the conference room. In the past few days, foreign 
businessmen have kept coming for negotiations, which in itself is evidence of 
Qingdao's allure. 


It is understood that Qingdao has so far signed 89 agreements to use foreign 
funds; these include 29 joint ventures and contractual joint ventures, with 
foreign investment of more than $190 million. Foreign trade has grown 
quickly; last year [1986] the total value of export commodity purchases was 
1.33 billion yuan, 33 percent more than in the previous year [1985]. The city 
now exports more than 400 kinds of commodities, sold in more than 100 cities 
and regions. Many of these products enjoy quite a good reputation on the 
international market. The economic development zone is starting to create the 
conditions for investment in factories. It has formally signed contracts for 
14 industrial projects with joint Chinese-foreign management or joint 
mangagement with units in the interior; 6 of these have started production. 


Leading comrades in Beijing attach great importance to Qingdao's nationally 
strategic position, frequently stressing that Qingdao should belong to both 
China and the Pacific, serving as an important open Chinese port on the 
Pacific Ocean. Faced with the new developments in economic growth in the 
Pacific rim region, Qingdao is considering how to meet this challenge and 
opportunity. 


Their development goals take full advantage of their strengths in light 
industry, textiles, the foreign trade port, oceanographic research, and 
tourist attractions. They wish to develop an export-oriented economy and 
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further strengthen urban vitality, so that they can make a greater 
contribution to the four modernizations in Shandong and the whole nation. 


However, it is this reporter's understanding that there are all sorts of 
problems with the water supply, traffic, drainage and sewage treatment 
facilities, coal gas, central heating, and housing, and that there is a 
serious lack of funds. Building a project requires searching everywhere for 
funds. The percentage of funds retained by the city government has 
consistently remained at about 12 percent, much, much lower than cities of a 
comparable scale. Except for the Qingdao textile association and Qingdao 
beer, Qingdao does not have the right to manage its own exports. 


When this reporter discussed this matter with Qingdao's vice mayor, Xu Shanyi 
[6079 0810 5030], he stated with full confidence that in October of last year, 
the State Council formally approved the separate listing of Qingdao within the 
national plan and granted it the economic management rights corresponding to 
the province level. This year it was also included as a trial site 
for reform of the financial system. Present construction on the diversion of 
the Huang He to provide water to Qingdao and the second stage of the Huang He- 
Qingdao electrical plant will both greatly stimulate Qingdao's economy. 
There are many difficulties, but in the midst of opening up and stimulation of 
the economy, Qingdao is reaching out to the world. 
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ECONOMIC ZONES ECONOMIC 


'STRIKING' RESULTS SEEN IN SHANTOU 
Shanghai SHLJIE JINGJI DAOBAO in Chinese 16 Mar 87 p 6 


[Article by special staff reporters Zheng Ruiguo [6774 3843 0948] and Yong 
Xiang [3057 4382]: “By Doing What It Is Capable of, Shantou SEZ Obtains 
Striking Results; Since Beginning Development at the End of 1981, Capital 
Construction Investment Over Past 5 Years Totals 309 Million Yuan; by Last 
Year Returns Were 145 Million Yuan, 46 Percent of Total Investment"} 


[Text] By adhering to the development plan of doing what it is capable of, 
the Shantou SEZ has obtained striking results. Since the beginning of 
development at the end of 1981, capital construction investment over the past 
5 years has totalled 309 million yuan. The construction investment return, 
which started coming in in 1984, totalled by last year 145 million yuan, 46 
percent of the total investment. 


In the past few years, Shantou SEZ has made full use of the existing 
infrastructure in Shantou City. With a total investment of 17.56 million yuan 
and an appropriation of $1 million in foreign exchange, it expanded the city's 
Dongdun water treatment plant, finishing the project to supply water to the 
SEZ; completed an 11,000-volt power transmission line and transformer station 
which links up with the city power network; put in the large Jinsha road 
linking the SEZ with the city; and installed in the SEZ a 2,000-switch, 
programmable telephone system. By using a relatively small investment, 
it created fairly quickly a good investment climate and accelerated the return 
on investment. This SEZ has used the method of “open up one area, develop one 
area, start production in one area, and gain a profit from one area" in the 
opening up and developing of small zones with special functions, such as the 
industrial zone, the harbor zone, and the agriculture and aquaculture zone. 
The results from this have been quite good. The SEZ so far has developed 2.52 
square km of land; 478,000 square meters of building floorspace have 
been under construction, with 362,700 square meters completed; the dock can 
accommodate 3,000 tons of container and bulk cargo; and passenger and cargo 
shipping from the SEZ to Hong Kong has been started. Linked with the above 
are a number of shopping areas, apartments, restaurants, hotels, and offices. 
The process of development has created a good investment climate. Foreign 
businessmen are coming in a steady stream, and there will soon be profits. 
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When projects are brought in from the outside, choosing the best and avoiding 
those with problems is an important prerequisite to an early return on 
investment. In the initial stage of its development, the main imported 
projects chosen by the SEZ were those which had a small investment, low energy 
consumption, short turnover period, high level of adaptability, and an early 
return on investment. Ninety-six industrial enterprises have been set up, of 
which 61 started production last year; 70 of these, 77.8 percent of the total, 
primarily produce goods for export, mainly carpets, clothing, plastics, 
building materials, electric machinery, pottery and porcelain, toys, 
furniture, handicrafts, handmade jewelry, canned foods, etc. The production 
by 20 agricultural enterprises of eels, prawns, swimming crabs, Chaozhou 
mandarin oranges, vegetables, etc., is starting to be linked together into a 
system; more than 90 percent of these products are exported. In 1986, the 
GVIAO was 145 million yuan, a growth of 130 percent over 1985. Export 
earnings were $73.58 million, 29 percent more than in 1985. 
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TRANSPORTATION ECONOMIC 


RAILROAD CONSTRUCTION PLANNED FOR EASTERN SECTION 
0WO21314 Beijing XINHUA in English 1024 GMT 2 Jun 87 


[Text] Shanghai, 2 Jun (XINHUA)--China plans to spend 7 billion yuan (1.89 
billion U.S. dollars) on new railway lines in the eastern part of the country. 


"These projects make up the country's total investment for railways during the 
current 7th 5-Year Plan period (1986-1990), and will include a line from 
Yingtan to Xiamen, the region's first electrified railway," a local official 
said, adding two double-track lines will be built from Shanghai to Hangzhou 
and from Hangzhou in Zhejiang to Zhuzhou in Jiangxi. 


By the end of 1990, the country’s eastern region will have 473 kilometers of 
new railway lines, 513 kilometers of electrified lines and 740 kilometers of 
double-track lines. 


The eastern part of China is one of the country's most-developed areas, but at 
present, electrified railways in the area account for only one-tenth of the 
country's total, while the region's industrial output value makes up one-third 
of the national total. 


"The handling capacity of railways in the area is inadequate," the official 
said, adding the lines from Hangzhou to Zhuzhou and from Tianjin to Pukou 
only took on 40 to 50 percent of freight that need to be transported. 


"When the 840-kilometer line from Shangqiu in Henan Province to Fuyang in 
Anhui Province is completed, handling capacity will hit 16 million tons," the 
official said, “and coal mined in the north will be able to be easily shipped 
to the south." 


"Electric engines, which will be used on the new Yingtan-Xiamen line will 
carry 2,700 tons, compared with the 1,800 tons now carried by steam 
locomotives," the official said, adding when completed, the whole line, will 
transport 1 million tons of goods annually. 
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NEW POLICY PROMOTES YANGTZE RIVER TRANSPORT 
OWO21240 Beijing XINHUA in English 1155 GMT 2 Jun 87 


[Text] Wuhan, 2 Jun (XINHUA)--China has adopted a new policy to develop 
Yangtze River transportation by state, collective, and individual ly-owned 
enterprises. 


On the Yangtze river system, 811 local shipping firms are now operating, 
according to Tang Guoying, head of the Yangtze river shipping administration 
under the Ministry of Communications. 


The 6,300-km Yangtze, the longest river in China, runs through 17 provinces 
and the city of Shanghai. 


With sections along the main river and its tributaries totalling 70,000 kw now 
navigable, it is one of the key waterways linking the eastern and western 
parts of China. 


The Chinese government encourages the provinces within the river system to run 
businesses through lateral cooperation and foster competition aiming at 
improving services, getting rid of bureaucracy and accelerating the 
development of China's communications, Tang said. 


According to statistics, 60 new companies involved in shipping services along 
the Yangtze have been set up since 1984. 


The volume of goods transported along the Yangtze amounted to 275 million tcns 
last year, said Tang. 


Some 39,000 boats called at Yangtze ports last year, in contrast to only 
11,000 in 1983, according to Tang. 


"China will invest a total of 1.46 billion yuan (about 394.2 million U.S. 
dollars) to improve the transport conditions of the Yangtze during the 7th 
5-Year Plan period (1986-90), with 900 million yuan of this used to construct 
infrar’.uctures at ports," Tang added. 
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TRANS PORTATION ECONOMIC 


STATE COUNCIL APPROVES PLAN FOR SHENZHEN AIRPORT 
OWO31752 Beijing XINHUA in English 1607 GMT 3 Jun 87 


[Text] Shenzhen, 3 Jun (XINHUA)--Shenzhen was given the go-ahead today to 
construct its first airport for civilian use by the State Council and the 
Central Military Commission. 


The city traffic department said that the project is expected to start within 
this year. 


According to the city council, the construction fund wil] come from locally 
collected sums and foreign funds. Foreign businesses are welcome to invest 
and operate in the project. A dozen foreign banks have already contacted the 
city expressing interest. 


The site will be on Shenzhen Bay, in the special economic zone. 


The first phase project will include building a 3,400-meter-long runway and 
complete navigation system. It will be suitable for MD-82 and Boeing 74/7 
airplanes. 


The city authorities said that the new airport will be very important for 
boosting the zone's economic development and improving the investment 
environment. 
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TRANSPORTATION ECONOMIC 


BRIEFS 


TRUCKS DELIVERED--Changchun, 31 May (XINHUA)--China's number one motor vehicle 
plant has delivered here today the first batch of trucks it built for a 
development project funded with low-interest loans from the International 
Development Association (IDA). The delivered trucks, CAl4l-type medium-load 
trucks, are valued at US$770,000. They will be used in a forestry development 
project in China that is funded with low-interest loans from the International 
Development Association. The motor vehicle plant, China's largest, won the 
contract in an open bid to build a total of 150 trucks of the type for the 
project. According to the contract, the plant will deliver the rest of the 
trucks next month in Guangzhou. China National Machinery Import and Export 
Corporation conducted open biddings for building all the equipment needed in 
the three projects funded with IDA low-interest loans in China. The motor 
vehicle plant won bids to build all the medium-loan trucks for the projects. 
The two other projects with IDA funds are the freshwater fish raising project 
and a project to improve red soil in China. [Text] [Beijing XINHUA in 
English 0731 GMT 31 May 87 OW] /12913 


HARBOR CONSTRUCTION ACCELERATION--Bei jing (CEI)--China plans to increase the 
annual handling capacity of its harbors by 13.71 million tons this year 
through the construction and renovation of a group of barbor areas. Harbors 
under the direct administration of the Ministry of Communications will 
complete eight new deep-water berths and add two others by transforming the 
existing berths. They will also complete 4 meuium and small berths which are 
expected to handle 10.7 million tons a year. Harbors managed by loca) 
authorities will also build one deep-water berth and 17 smaller berths to 
achieve a yearly handling capacity of 3.01 million tons. At present, China 
has 394 berths «<% major harbors along its coastline, with a total handling 
capacity of 370 million tons a year. Among them, 214 berths can accommodate 
vessels with 10,000-ton carrying capacity or more. [Text] [Beijing XINHUA in 
English 0609 GMT 27 May 87 OW] /12913 
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LIU YAOCHUAN URGES LOCAL iNVESTMENT IN AGRICULTURE 
OW301436 Beijing XINHUA in English 1425 GMT 30 May 87 


[Text] Wuhan, 30 May (XINHUA)--Local governments should put more investment 
into agricultural development, a senior official said here today. 


Liu Yaochuan, department director of the State Planning Commission, said in 
an interview with XINHUA that the central government will mainly invest in 
large-scale projects such as big hydropower stations, overall harnessing of 
majo. rivers and afforestation. 


"Local governments, therefore, should be responsible for their own agricultural 
infrastructure," he said. 


In addition, the director said, efforts will be made to get foreign loans for 
this purpose. According to him, a fund for agricultural development and a 
national agricultural investment company will be established “when conditions 
are ripe." 


He pointed out that land use must be strictly controlled, and preferential 
measures will be offered to encourage farmers to develop waste land. He did 
not elaborate. 


Specialists estimate that China should turn out 500 million tons of grain by the 
end of this century if the country wants to keep its people's living standards 
at a comparatively "well-off" level. 


However, Liu said, after bumper harvests 8 years running, China's agriculture 
now confronts a situation of decreasing farmland, insufficient investment and 
inadequate infrastructure. Moreover, the family responsibility system is also 
reducing its impetus for further development, he added. 
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AGRICULTURE ECONOMIC 


MAIZE PRICE STABILIZED THROUGHOUT COUNTRY 
HK200316 Beijing CHINA DAILY in English 19 May 87 p 2 


[Text] The price of maize on the home market is being stabilized and in some 
parts of the country it has dropped slightly, according to a report from the 
Industrial and Commercial Bank of China. 


The report, which was released last Tuesday, said it is the first time the 
price has remained ste le since 1986, in which a short supply of maize 
nationwide caused a rise in prices. 


At the beginning of this } ‘ar, the purchasing price was from 0.44 to 0.50 


yuan--1l to 13 U.S. cents ; r kilegram in the North, a 35 to 50 percent rise 
over the same period of las: year. 


In the Southern provinces of Sichuan, Yunnan. Guizhou, Guangdong and Zhejiang 
the price was even higher with 0.60 yuan per kilogram. 


Bu: the price has remained from 0.40 te 0.44 yuan in the northern part of the 
country since last March. In the Shanghai market, it dropped from 0.94 yuan 
in February to 0.76 in March, a decrease of 19.15 percent. 


The stabilized price, the report said, was attributed to the following 
factors: 


—-State control over the price of corn has been strengthened. This year, the 
state Council issued a circular on the control of maize prizes. Local 
Governments across the country set up price co-ordination organizations to 
oversee the price. At the same time, the State made efforts to limit the 
unauthorized export of maize. 


--Sources of maize incrsased. After farmers completed their contractual 
obligations for selling maize to the State, their surplus product went on the 
market. 


--Last year, a worldwide bumper harvest of grain resulted in a growing 
stockpile of maize. As a result, the international grain price declined this 
year. At the beginning of this year China imported a batch of grain, which 
helped stabilize the domestic grain price. 
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AGRICULTURE ECONOMIC 


GROWTH IN EXPORTS OF RAW SILK FORECAST 
HKO1100 Beijing CHINA DAILY (BUSINESS WEEKLY supplement) in English 1 Jun 87 p 3 


[By staff reporter Dai Beihua] 


[Text] A steady growth in cocoon prodrction throughout the country will help 
China export enough raw silk to the world markets in future years, said Huang 
Jianmo, vice president of China National Silk Import and Export Corporation. 


Under the state's plan, cocoon production in China has increased in recent 
years with output topping 372,000 tons in 1986, a 15 percent increase over 
1980. All provinces and regions in China, except Tibet and Qinghai, have 
people raising silk worms, The production of cocoons and raw silk is concen- 
trated in Sichuan, Zhejiang, Jiangsu, Guangdong, and Anhui while tussah cocoon 
and silk are produced mainly in Liaoning, Shandong, and Henan provinces. 


Although in some areas such as in the country sic- und the Pearl River 

Delta in south China, fewer farmers are now engag... .1 cocoon producing because 
the economic reforms which started in 1979 have imade farmers better off. The 
state has arranged for more cocoon production in other provinces where people 
regard it as a way to get rich. 


The warm climate in China is suitable for silk worm breeding and the fertile 

land is perfect for tussah forest growing, Huang said. China still has problems 
in producing world-standard silk garments, especially quality ready-made clothes, 
so China is willing to provide the world market with raw silk. 


"It will not only provide silk garment makers in the world with enough raw 
materials, but will also help improve the world silk industry as well," Huang 
said. 


With an expected increase of 5-7 percent a year in the future, China's cocoon 
production will also help stimulat: its cwn silk industry, Huang said. China 
will increase its production of finished fabric goods and ready-made garments. 
However, the increase of finished goods will have little impact on the world 
markets, Huang stressed, because the increase of finished goods will have 
little impact on the world markets, Huang stressed, because the increase is 
based on a production that is only 20.25 percent of China's total silk indus- 
trial output. 
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In recent years, China has become a major silk exporter, supplying about 90 per- 
cetn of the raw silk on the world markets. China has its power to effect the 
world silk prices. But for many years, China has stuck to a steady price policy, 
Huang said. The prices of Chinese exported silk basically remained the same 
while the value of the U.S. dollar dropped and the Japanese yen and the Deutsche 
mark rose sharply. Since stable prices have been important to the world market 
in recent years, Cnina will continue upholding the policy, Huang stressed. 


China's silk products can sell on the world markets at competitive prices be- 
cause of low production costs. But, China cannot compete with advanced coun- 
tries in goods delivery and product quality. At present, Huang said, China 
intends to raise its product quality and improve its delivery time to make 
prices more reasonable and avoid influencing the world markets negatively. 


China has a silk production history of 4,000 years. The best period was before 
the Second World War when production reached 20,000 tons and exports topped 
more than 9,000. But production and exports dropped in intervening years so 
that by 1949, when the People's Republic was founded, only 2,000 tons were pro- 
duced and 1,500 tons exported. 


In the last 3 decades, the silk industry has certainly grown. In 1986, raw silk 
production of all types was 45,900 tons, 30 percent up that of 1980. Of that 
figure about one quarter was pure silk fabrics. Silk and silk blends and mixed 
fabrics output was 1,386 million metres, 38 percent up from 1980. 


Since 1979, technology has been upgraded through economic cooperation. Besides 
establishing joint ventures and conducting compensation trade, China has imported 
silk weaving, printing and dyeing equipment and technology from France, West 
Germany and Italy. At the same time, China has transferred cocoon producing 
technology and help training courses outside China. 
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NATIONAL MEETING OF AGRICULTURAL BANKS 
HK261245 Changsha Hunan Provincial Service in Mandarin 0000 GMT 26 May 87 


[Text] In his report delivered at a national meeting of agricultural 
banks on promoting the "double increase and double economy" campaign, which 
was held yesterday in Changsha, (Dai Xianglong), vice president of the 
Agricultural Bank of China, said: Agricultural banks throughout the 
country must deeply carry out the "double increase and double economy" 
campaign, strive to improve their management standards, and do a still 
better job of supporting sustained and stable development of our rural 
commodity economy. 


Vice President (Dai Xianglong) added: By the end of last year, our 
agricultural bank's savings deposits totaled more than 125 billion yuan 
and our agricultural banks' total credit balance reached over 200 billion 
yuan. To further improve the beneficial results of the utilization of 
funds and to strengthen enterprise management, we must deeply carry out 
the "double increase and double economy" campaign, comprehensively improve 
management standards, deepen the reform of agricultural banks for running 
the banks as enterprises, and gradually perfect our agricultural banks' 
internal management mechanism. 


Zhang Wenqi, vice president of the agricultural bank of China, presided 
over the meeting. Attending the meeting were responsible persons from 

the Hunan provincial finance office and the Hunan provincial banking system, 
as well as responsible persons from the agricultural banks in China's 
provinces and municipalities. 


In his speech at the meeting, Yang Huiquan, vice governor of the Hunan 
provincial government, expressed the hope that representatives from all 
areas will make comments on the province’s banking work so as to allow 
the province to further promote its work of reforming and developing its 
rural economy. 
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COMMENTATOR ON RURAL LABOR ACCUMULATION 
HK111016 Beijing RENMIN RIBAO in Chinese 3 May 87 p 2 


[Commentator's article: "There Are Bright Prospects for Labor Accumulation -- 
Eighth Talk on Increasing the Momentum of Agriculture" ] 


[Text] Whenever increasing the momentum of agricultural development is 
mentioned, some of our comrades will first think of asking for money and 
materials. They have often overlooked a simple truth: Labor is the 
mother of wealth and is precisely one of the important things of the input 
in agricultural production. Labor accumulation is an important measure 

to increase the momentum of agricultural development and much can be 
accomplished in this aspect. 


China's agriculture and rural economy have all along developed with 
insufficient funds, resources, and materials. To increase input in 
agriculture, money and materials are indispensable, but we cannot fix 

our eyes only on these two things. In China, the most abundant resource 
with the greatest potential remains rural laborers, numbering nearby 400 
million. In a certain sense, the labor resource is precisely a strong 
point of China in developing agriculture. It is not a good thing at all to have 
an excessively large population, but the problem is even worse if we 

have too many people and do not make good use of them. A long-term task 
of China's rural work is to control the growth of the population and to 
exploit the enormous manpower resources. Some specialists have reasoned: 
China's rural surplus labor power accounts for more than one-third of 

the gross rural labor power and if spare-time labor is also taken into 
consideration, the amount is even more impressive. If we make great 
efforts to utilize the resource of surplus labor so that the level of the 
aver ige output of surplus labor power can be the same as that of the 
employed labor power, China's gross agricultural output will have a net 
increase by 100 percent. Various kinds of rural development must be based 
on the basic national condition that China has abundant labor power 

but the rate of its utilization is not high. We should try our utmost 

to do a good job in this respect. 


With the development of the entire national economy and the changes in 
the structure of rural production, part of the rural surplus labor power 
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will gradually be transferred to various non-agricultural production 
departments, but this is a relatively long historical process. At present, 
the transfer of labor power has just begun and the cost of labor 

is still not high. We must grasp this favorable opportunity to accumulate 
as much labor as possible for the development of agriculture and other 
aspects of construction. There is an old saying: "Those with money 
contribute money and those with strength contribute strength." 

We depended on this saying in making revolution in the past and we also 
depend on this in carrying out construction today. The Chinese peasants 
are industrious. To bring about a happy lift in future, they have never 
spared their efforts. In developing the rural economy, if we mobilize 

the masses to accumulate labor for some useful projects, such as building 
roads, taking part in water conservation work, and capital construction 

of farmland, and persist in doing so for several years, we certainly will 
gain a lot. This is a way to make use of the labor resources to improv: 
conditions for agricultural production. It is the same as saving up 

our reserved strength and turning it into interest-bearing wealth. 
Therefore, this will certainly meet with the peasants’ approval. 

Various localities, in particular less economically developed areas, 
Should attach importance to making use of the labor resources, formulate 
necessary rules and regulations, adopt appropriate measures, and do a 

good job in firmly grasping labor accumulation, treating it as an important 
task. 


We must respect economic laws and make scientific arrangements in grasping 
labor accumulation. In the past, because of "leftist" influence, we did 
many things recklessly in rural construction. Depending on administrative 
orders and launching a campaign accompanied with a hue and cry to organize 
labor will often lead to the spread of formalism and flourishes and to 

low labor productivity, fruitless labor, and other undesirable consequences. 
Even to date, some people are prone to linking labor accumulation with 
practices that waste money and manpower. This is a profound lesson. We 
should not equate labor accumulation with reckless work. In accumulating 
labor today, we must first of all link the interests of laborers with labor 
itself and regard what is beneficial to the prosperity of the country and 
the people, what is beneficial to exploiting resources and environmental 
protection, and place emphasis on actual results as the basis of labor 
accumulation so that it can really become a force propelling rural development. 


We must make efforts to create a good environment for doing pioneering 
work with labor, and let the peasants enthusiastically make investment 
in terms of labor and money in agriculture. 
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FARMERS INCREASE CASH EARNINGS IN FIRST QUARTER 
0W181311 Beijing XINHUA in English 1150 GMT 18 May 87 


[Text] Beijing, 18 May (XINHUA)--Chinese rural residents earned 11.2 percent 
more in cash income in the first quarter of this year than in the same period 
in 1986, according to a release issucd by the State Statistics Sureau here 
today. 


During that period, farmers’ cash earnings averaged 98.32 yuan (about US$27) 
per person, an increase of 9.91 yuan from the same period of last year. 


Of this, 45.86 yuan came from sales of products,up 12.6 percent. Rural 
residents sold an average of 16.35 kg of grain per person during the January- 
March period, a 25.9 percent rise. But their average earnings soared 73.9 
percent to reach 8.12 yuan per person, largely because of rises in grain 
prices. 


Meanwhile, per-capita earnings from sales of fish and manufactured goods 
soared 72.1 and 67.7 percent, respectively. A bureau official said these 
increases demonstrate that China's rural economy is experiencing sustained and 
stable growth, and that the structure of rural production is becoming 
increasingly rational. 


The release, based on a sample survey, also shows that rural per-capita 
earnings from the construction, transport, commerce and service sectors rose 
17.5 percent to 20.16 yuan in the first quarter of this year. 


During the same period, northeast China's Jilin province and northwest China's 
Ningxia Hui Autonomous Region led the country by scoring a 30 percent-plus 
increase in rural per-capita earnings. 
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AID ALLOCATED TO UNDER DEVELOPED AREAS 
HK160751 Beijing CHINA DAILY in English 16 May 87 p l 
[By staff reporter Xu Yuanchao] 


[Text] The government plans to allocate 900 million yuan worth of grain, 
cotton and cloth this year which will be paid to rural workers helping build 
roads and water conservation facilities in less-developed areas and those 
inhabited by minority nationalities. 


An official of the State Planning Commission yesterday said the money will be 
allocated by the Central Bank to local authorities which will provide grain, 
cotton and cloth to rural residents. 


China's least-developed areas include 6,000 townships in 22 provinces and 
autonomous regions where the per capita income is below 120 yuan, according to 
statistics for 1985. 


The grain, cotton and cloth will be paid to rural residents involved in 
building roads and water conservation projects to improve transport 
facilities, power supplies and irrigation in such areas. 


An official from the Ministry of Water Conservancy and Power said that from 
1984 to 1986, the State allocated 587 million yuan worth of grain, cotton and 
cloth to people who built water conservation projects, about 64 percent of the 
country's planned target. The remainder had been paid to people building 
roads. 


This amount had included 1 million tons of grain, 22,900 tons of cotton and 
119 million metres of cloth, the official added. 


By the end of last year, he said, rural residents had built small hydro-power 
stations with a total capacity of 190 megawatts. About 119 medium-sized and 
small reservoirs had been rebuilt and repaired, to supply drinking water to 8 
million rural residents. About 37,000 poor households had received cotton and 
cloth to make clothing and bedding. 


He said 8.6 million mu (570,000 hectares) of land were irrigated and flooding 
in 3.8 million mu (253,000 hectares) of waterlogged land was drained. 
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FISH BREEDING INDUSTRY GETS $99 MILLION GRANT 
HK200252 Beijing CHINA DAILY in English 20 May 87 p 2 
[By staff reporter Zhao Jinming] 


[Text] The World Food Programme [WFP] run by the United Nations has granted 
China $99 million of economic aid to help develop the country's fish raising 
industry. 


The programme, with six projects, is aimed at reducing poverty in the 
country's underdeveloped areas, Chen Hanchun, who is in charge of the 
programme run by the Aquatic Production Bureau of the Ministry of Agriculture, 
Fisheries and Animal Husbandry, told CHINA DAILY yesterday. 


The fishery resources development project in Hongze Lake, Jiangsu province, 
the first of the six, was completed by che end of last year. 


The project used $10 milion of WFP grant and nearly 18 million yuan of local 
investment. It has recently been examined and accepted by che WFP and Jiangsu 
Province. 


Launched in 1982, the project included 17 sub-projects including schemes to 
increase fish resources, construct fish ponds, build fishermen's settlement 
houses and a hospital, two fishing ports, school buildings and wave-resistant 


dykes. 


The project has achieved marked results. Last year in the Hongze Lake area 
more than 12,500 tons of fish and prawns, were caught, a 31 percent increase 
over the previous year. The fishermen's per capita income increased to 350 
yuan ($94) last year from 124 yuan ($33) in 1982. 


In addition, uore than 2,900 fishing households moved into newly built houses, 
abandoning their nomadic life on the lake. Some 4,100 people have obtained 
employment at the rural enterprises. 


Two projects for making use of areas of saline-alkalior soil and for fish- 
raising in the Hangzhou Gulf, Zhejiang Province and suburban counties of 
Tianjin began in November 1984 and are expected to be finished in October of 
this year. 
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Another two projects--one for raising prawns on the Bohai Gulf and one for 
freshwater fish-farming on the Boyang Lake in Jiangxi Province--are under 
construction. 


Of the total grant, $40 million has been used to develop freshwater fish- 
farming in nine cities, including Changchun, Hohhot, Yinchuan, Xi'an 
Zhengzhou, Jinan Hefei, Nanjing and Kunming. 


/12913 
CSO: 4020/202 


100 





AGRICULTURE ECONOMIC 


GANSU RADIO URGES IMPROVING LANZHOU'S FOOD SUPPLY 
HK051443 Lanzhou Gansu Provincial Service in Mandarin 2200 GMT 4 May 87 


[Text] According to a letter from this station's reporter (Hou Jianxin), 
Lanzhou City has an insufficient number of staple food supply centers for 
residents and such centers only cover small busiress floor spaces, thus 
failing to meet the increasingly growing needs of the ccnsumers and causing 
the masses much inconvenience in purchasing staple food. Over the past. 

few days, this reporter visited relevant departments and looked into thie 
masses’ complaints about this inconvenience. 


According to comrades at the relevant departments, with the exception of 
some special causes, there is a relatively 1l: rg: number of factors [yin su] 
in the construction of staple food supply centers. According to statistics, 
by the end of the 1950s, Lanzhou City had a total of 102 staple food shops 
which served less than 130,000 households. On average, each staple food 
shop served ove * 1,200 households at that time. At present, about 1.3 
million people in the city have to purchase staple food from such shops. 

In addition, the city also has a floating population of over 100,000 people. 
The current average monthly supply of staple food for the city's residents 
has increased by nearly 200 percent as compared with the past. Moreover, 
the current number of households served by each staple food shop has also 
increased by over 100 percent as compared with the past. However, the number 
of staple food supply centers in the city has only increased by 50 percent 
as compared with the past. In addition, (77.1) percent of the city's staple 
food supply centers cover a business floor space of less than 200 square 
meters each. With the increase in the assortment of goods and together 
with the increasingly growing business ~olumes, a number of staple food 
shops, which were originally overloaded with business duties, have become 
more crowded. Therefore, in the peak period for purchasing staple food, 
there is always the situation in which supply falls short of demand, thus 
causing the masses inconvenie.ce. To meet the needs of the consumers, a 
number of staple food shops in the densely populated city center recently 
had to put their salable siaple foods and edible oil on both sides of the 
streets, 


The letter from this statiou's reporter (Hou Jianxin) said: The supply of 
staple food is a major issue that affects every household. Therefore, we 
must [words indistinct] conscientiously promote this work, The building of 
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staple food supply centers must be regarded as a priority project in our 
urban construction. The central authorities and the State Council have 
repeatedly stressed that with the increase in population, relevant corres- 
ponding services must be promoted to meet the growing needs. At the same 
time, relevant departments must give full play to their functions, make 
things convenient for the building of service centers through many and varied 


forms and channels, and thoroughly solve problems in the supply of staple 
food. 
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AGRICULTURE ECONOMIC 


GUANGDONG DEVELOPS AGRICULTURAL PRODUCTION CENTERS 
OW100803 Beijing XINHUA in English 0608 GMT 10 May 87 


[Text] Beijing, 10 May (XINHUA)--South China's Guangdong Province has 
built more than 700 export-oriented agricultural! production centers and 
specialized processing factories in the Pearl River delta over the past 
2 years, China's leading newspaper reported today. 


Located in the economic development zone of the delta, they exported goods 
worth U.S.$132 million last year, accounting for )*.4 percent of the zone's 
total export volume, the PEOPLE'S DAILY said. 


Administering 16 counties and cities with an aggregate area of 21,900 sq km, 
the zone has promoted its economic growth through injorting foreign funds 
and advanced technology and developing domestic economic association, 


Of the centers and factories, 10 percent are run by the state, 20 percent 
by the collective, 45 percent by private sector and the remaining 25 percent 
by Sino-foreign cooperation or foreign businesses alone, 


Most of the centers, each producing one or several export goods, have 
companies, factories, farms and research institutes as their supporters 
in addition to a good number of household producers. 


Over the past 2 years, they have introduced from foreign countries and o :her 
parts of China hundreds of fine strains of crops, trees, livestock and fish 
as well as a number of production lines, machines and technology, including 
poultry and lean-pork pig raising lines; milk, flower and vegetable produc- 
tion lines; and farm and sideline produce storage and provessing facilities. 


In an accompanying commentary, the paper said, building export agricultural 
and sideline produce production centers is vital to developing hard 
currency-earning agricultural undertakings. 


"Household operation is the basic form of Chinese agricultural production 
at the present time," it said, adding that specialized production by 
thousands of households relying on economic organizations can achieve 
fast and better economic performance with less investment, 
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AGRICULTURE ECONOMIC 


SCIENTISTS HELP GUIZHOU FARMERS LIVE BETTER 
0W060609 Beijing XINHUA in English 0543 GMT 6 May 87 


[Text] Beijing, 6 May (XINHUA)--Rural areas in Guizhou Province have 
hosted thousands of scientists and agriculturalists ix a bid to help local 
farmers raise their standard of living. 


According to today's GUANGMING DAILY, “of the province's 86 co. ies, 26 
are listed as underdeveloped based on standards set by the central goverument." 


"The provinci2! government, which used to help out farmers financially, 
now realizes it's better to teach them technology and skills," the paper 
said. 


According to the report, “from 1983 to 1985, provincial authorities sent 
1,100 experts and technicians annually to the Guizhou countryside to help 
local farmers, especially t*ose residing in poor areas." 


The paper quoted Prcfessor Xu Caidong, the province's vice-governor, as 
saying, “During this perfod, over 755,000 farmers were trained in technical 
skills and 110 failing rural enterprises began to earn profits." 


"Though still experiencing financial difficulties," the vice-governor added, 
"We allocated almost one million yuan (U.S.$270,000) in special funds to 
assist farmers last year." 


In 1986 alone, il1,000 experts and scientists volunteered technological 
help in rura\ areas and villages inhabited by China's ethnic minority groups 
to train over cne million farmers, the report said, 


County governments followed suit, and last year, the Ziyun Miao and Bouyei 
autonomous county, one of Guizhou's 26 underdeveloped counties, hosted 
94 technicians in its rural villexes who trained 22,000 farmers. 


"As a result, per capita income was higher at the end of 1986," the paper 
said, “and the provincial government plans to send 10,000 more technicians 
and experts to the countryside this year." 
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AGRICULTURE ECONOMIC 


HENAN CIRCULAR CALLS FOR FIGHTING DROUGHT 
HK120434 Zhengzhou Henan Provincial Service in Mandarin 2200 GMT 9 May. 87 


[Text] The provincial antidrought office issued a circular on 6 May, 
calling on all areas to strengthen antidrought work, 


Since spring, most areas in northern and western Henan have been hit by 
serious drought. So it is extremely necessary to strengthen antidrought 
work, About 12 million mu of land in the province are now affected by the 
drought. The drought is so serious that the wheat on a vast area of land 
has withered or died and some mountainous areas now have difficulty in 
providing potable water for people and domestic animals. According to 
weather forecasts, there will be little rain in the province in May and 
there may be xerothermic winds. 


As the drought may spread further, the provincial antidrought office 

demands that all areas strengthen leadership, mobilize the masses, and 
swiftly launch an antidrought drive. It is necessary to investigate and 
affix the responsibility of those who fail to effectively grasp antidrought 
work and cause losses. Areas that have good water resources must seriously 
repair water conveyance facilities and put them into operation. In wheat 
fields that have dried up wholly or partially, it is necessary to immediately 
grow other crops, thus making up losses in summer crops by reaping a 

bumper harvest in autumn-harvested crops. The supply of antidrought 
materials, and the supply of electricity and diesel for fighting the drought, 
must be ensured. Units and individuals that illegally use or sell the 
diesel and electricity for fighting the drought must be severely punished. 

To properly grow and manage autumn-harvested crops, it is necessary to 
redistribute fine varieties and to institute the contract responsibility 
system of agrotechnicians, so as to make up the losses and reap a bumper 
harvest in grain for the whole year, 
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AGRICULTURE ECONOMIC 


HUNAN PROMOTES WINTER AGRICULTURE 
HK1 40155 Changsha Hunan Provincial Service in Mandarin 0000 GMT 14 Apr 87 


[Station Commentary: "There are Great Prospects for Developing Winter 
and Dry-Land Agriculture"] 


[Excerpt] Developing winter and dry-land agriculture is a good way of 
raising Hunan's grain production to a new level, requiring little investment 
and producing quick results. 


An outstanding problem in Hunan is that the area of farmland is declining 
every year while the population is increasing. To resolve this problem, 

apart from promoting family planning work, we should rely on science and tech- 
nology to raise grain yields and also open up some barren land for agriculture. 
This is one way of solving the problem. However, the great potential lies 

in winter agriculture. In most parts of the province, the winter includes 
one-third of the annual resources of sunlight and temperature, and 

there are large numbers of idle laborers. These natural and human resources 
provide favorable conditions for developing winter agriculture. 


Winter agriculture in Hunan is mainly a matter of developing spring-harvested 
crops such as dry-land grain and rapeseed. This has always been a weak 
link, and there are great development potentials. If every person produces 
an average of 50 kg of spring grain, the province's 50 million-strong 
agricultural population will be able to produce 2.5 billion kg of grain. 
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SHAANXI AGRICULTURAL SCIENCE CENTER AIDS PEASANTS 
0W090947 Beijing XINHUA in English 0706 GMT 9 May 87 


[Text] Yinchuan, 9 May (XINHUA)--Scientists in a Shaanxi Province town, 
known as “agricultural science town," are offering their services to 
peasants in the province as well as in other parts of the country. 


Some 1,200 scientists from Yangling have introduced 300 items of farming 
technology to rural areas since 1986, creating economic results worth 
one billion yuan, a local official said. 


Yangling boasts 10 agricultural research institutes and colleges with 
a combined total of 3,700 agronomists and agrotechnicians and 6,000 students. 


These institutes and colleges have selected 300 from 1,060 items of 
technology they have developed to introduce into northwest and north 
China's rural areas, the official said. 


For instance, a kind of fine breed of wheat has been grown on 10 million 
hectares in 10 provinces and regions, and has increased wheat output by 


20 percent per unit. 


At the same time, these institutes and colleges have built up contacts with 
and offered regular services to 120 poor counties in Qinghai and Shanxi 
provinces and the Ningxia Hui, Xinjiang Uygur and Inner Mongolia Autonomous 
Regions, the official said. 


A professor at the Yangling-based Northwest China Agricultural University 
has supplied 4,000 milch goats of a fine breed to these areas, bringing 
about an additional 20 million yuan in income for local peasants. 


In addition, the institutes and colleges have also sponsored training 
classes for rural technicians and offered consultancy services in rural 
areas, according to the official. 
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AGRICUITURE ECONOMIC 


SKILLFUL PEASANTS RUN FARMS IN SHANGHAI'S SUBURBS 
OW111202 Beijing XINHUA in English 1132 GMT 11 May 87 
["New Feature: Skillful Peasants Run New Farms"--XTNHUA headline] 


[Text] Shanghai, 11 May (XINHUA)--More farmland in the suburban counties 
of Shanghai is now in the hands of fewer but more skillful grain producers, 
and this has helped the city's mechanized cultivation plan, 


Shanghai farmers, like those in other rural areas in China, used to be 
bound to the fields for life. Even during the 1960s and 1970s when collec- 
tive farming was practiced, each peasant family still had their own plot 
where they grew food for themselves. 


In 1983, the scarce farmland was divided among “cal peasants as the 
household responsibility system was introduced, which tied the peasants' 
income closely to the output of their farmfields. 


But some inexperienced farmers had difficulties in deciding for themselves 
what and how to plant. And farm machines couldn't be used because the 
parcels of land were too small. Different households planting different 
crops also caused irrigation troubles, 


To solve the problems local agricultural departments began to expand rural 
enterprises and service trades to offer more jobs to those wi’ling to give 
up their contracted land to more skillful farmers. 


At Zhudi township of Shanghai County, 15 farmers cultivated a hectare of 
farmland each. Last year, 110 peasant families, or 3 percent of the total, 
contracted 15.6 percent of the farmland in the township or more than 150 
hectares. They became specialized households in grain production. 


They freed hundreds of their villagers to enter township factories, shops, 
the transportation sector, service trades and animal breeding. 


Gu Gengrong and Gu Jiaming, two brothers at Shuhang township of Jiading 
County, contracted 3.2 hectares which used to be farmed by a dozen villagers. 
They invested 4,700 yuan transforming the more than 100 plots, which were 
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uneven and not connected to each other, into well irrigated land. The Gu 
brothers paid construction teams to build four tractor roads and an under- 
ground irrigation network. 


As a result, tractors and other farm machines were able to work more 
efficiently. Last year, they only worked in the fields for 174 days but 
reaped 31,440 kilograms of grain which gave them an income of 11,380 yuan. 


An official from the municipal agricultural department told XINHUA that 
there are more than 1,000 such specialized households in the Shanghai suburbs. 


Each of the farms generally owns between 1 and 3 hectares of cultivated 
land, much smaller than those in north China. 


"Before we had found enough work for the surplus laborers in the suburbs, 
some peasants were unwilling to surrender their farmland," he said, 
“although we allowed them to keep a plot to grow their own grain and 
vegetables," 


The new farms own no tractors, combine-harvesters and other large farm 
machines. Machine service centers at local townships and villages work for 


the farmers at low cost. 


"At present we cannot afford to buy many machines. And we don't have an 
urgent need for them anyway, you only use them a few days a year," said 
one of the Gu brothers. 


Township factories are acquired to submit part of their profits as subsidies 
to machine service centers. This is part of the "“industry-substituting- 
agriculture" program, said the agricultural official. 


The municipal agricultural department has designated 16 townships and three 
state-owned farms as base areas for upgrading farm mechanization. These 
areas must practice large-scale farming, socialized services and scientific 
management, according to the department. 


The official said that they believe that with a fairly developed rural 
industry, the suburban counties in Shanghai can take bigger strides in 
modernizing agriculture. 


/9604 
CSO: 4020/197 


109 





AGRICULTURE ECONOMIC 





SHANXI ISSUES CIRCULAR ON GRAIN CONTRACT PROBLEMS 
HK270257 Taiyuan Shanxi Provincial Service in Mandarin 2200 GMT 26 Apr 87 


[Text] The provincial agricultural office and food department issued a 
joint circular on 21 April in light of a number of current problems in 
grain contract purchase work. The circular said: Shanxi has made great 
progress this year in the grain contract purchase work. However, the 
practice of regarding as a mandatory task the imposition of a grain levy 
for raising various charges such as fees for education, for giving 
preferential treatment to PLA dependents, and so on has appeared in some 
places, and such impositions are passed down to each level. We must pay 
attention to these points: 


1. We must seriously implement the relevant central and provincial 

documents and follow a dual-track, not multitrack, system. Contract purchase 
grain and agricultural tax grain are regarded as tasks to be fulfilled 

by the peasants, but other grain must not be handed in the manner of 

a mandatory task. 


2. The localities are permitted to increase their mobile funds by small 
amounts, but only the prefectures and cities may hold these funds. 

The raising of such funds cannot be imposed at county-level and below, 
and still less can the imposition of various charges on the peasants 

be turned into a grain levy, thereby increasing the peasants’ burden 

in a disguised way. 


3. We must do a good job in ideological and political work and adopt means 
acceptable to the peasants in drawing up purchase contracts. We cannot 
indulge in issuing compulsory orders. 
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SICHUAN URGES CONTROL OF CHEMICAL FERTILIZER PRICES 
HK200307 Chengdu Sichuan Provincial Service in Mandarin 2330 GMT 19 May 87 


[Excerpts] The provincial prices bureau issued a circular on 16 May calling 
on city and prefectural prices bureaus to further strengthen control and 
inspection of chemical fertilizer prices. Inspection of the prices of 
chemical fertilizer and other agricultural production materials should be 
regarded as the current focal point in work. 


The circular pointed out that the chemical fertilizer supplied to the 
peasants which is covered by the plan must be sold at state-regulated 
prices. Such fertilizer must absolutely not be sold at the prices of 
fertilizer that is not covered by the plan. The ex-factory price of 
agricultural urea sold according to the regulations by the Sichuan chemical 
plant and Luzhou natural gas chemical plant themselves must not exceed 

530 yuan per ton. The prices of this urea when it is sold to the peasants 
are to be set by the county prices bureaus. 


Regarding urea not covered by the plan and organized by units themselves, 

it is necessary to reduce the number of cardinal links to the minimum 

and mainly have the grass-roots supply and marketing cooperatives handle it. 
The provincial, prefectural, and county agricultural materials companies 
should help these cooperatives to organize the urea not covered by the plan. 
Generally speaking this urea should not be handled by more than two levels. 


Localities and departments must not exceed their authority in fixing prices. 
Violations of this must be corrected immediately. The price inspection 
departments must deal severely with anyone who takes advantage of the peasants 
by raising chemical fertilizer prices in various ways. In serious cases, 
apart from levying economic sanctions, it is necessary to have the 

government and the discipline inspection commissions take party or 

government disciplinary action against the chief culprits. 
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SICHUAN MEETING URGES IMPROVED FARM MATERIAL SUPPLIES 
HK060331 Chengdu Sichuan Provincial Service in Mandarin 2330 GMT 5 May 87 


[Text] The provincial supply and marketing cooperative held a telephone 
conference on the evening of 5 May to discuss the current serious drought 
and chemical fertilizer shortage in the province. The meeting issued an 
urgent notice to the supply and marketing system on improving the supply 
of agricultural production materials and kerosene. 


According to incomplete statistics, during the first quarter of this year 
the provincial supply and marketing cooperative system supplied 590 million 
yuan worth of agricultural production materials to the peasant households, 
48.7 percent more than in the same period of last year, an unprecedented 
rate of increase for the period. However, this was still very far from 
meeting the needs of agricultural development. In addition, the current 
serious drought in the province has made this contradiction still more 
conspicuous. The peasants also have strong objections to the phenomena of 
selling chemical fertilizer and kerosene at high prices through various 
market channels and to the unhealthy trends of going through the back door, 
striking up connections, and indiscriminately hiking prices, 


The provincial supply and marketing cooperative has therefore urged the 
cooperatives at all levels to take further action to improve their work and 
do a good job in supplies. They must resolutely correct and put a stop to 
various unhealthy trends. The cooperative has also decided to carry out a 
major inspection of spring farming materials supply work. 
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BRIEFS 


DEVELOPMENT AGREEMENT WITH FINNISH FIRM--Andelsbankernas Centralbank (ACA) 
and China's Agricultural Bank have signed a comprehensive cooperative 
agreement. ACA stated that this agreement involves a mutual exchange of 
information and expertise, and that special emphasis will be placed on 
financing development projects dealing with Chinese agriculture. Coopera- 
tion involving the developing of the Agricultural Bank's data processing 
system was commenced even before the signing of this agreement. China's 
Agricultural Bank has its headquarters in Beijing, but the Bank has almost 
30,000 district offices and local service branches throughout the country. 
The Bank has almost 800 million Chinese customers. [Text] [Helsinki 
HUFVUDSTADSBLADET in Swedish 12 May 87 p 11] /9604 


AGRICULTURAL BANK LOANS--Beijing, 27 May (XINHUA)--The Agricultural Bank of 
China, one of the four official banks in the country, has granted loans speci- 
ally to help people in less-developed areas to develop their economy, the newly- 
established financial time reported today. "By the end of April," the paper 
said, "the banks had granted 220 million yuan in loans at low interest to poor 
countries." According to the paper, the bank's branches in Guizhou, Sichuan, 
Hunan and Hubei Provinces have invested 200 million in 539 projects in 72 less- 
developed countries so far this year. About 44 percent of the investment went 
to farming and industrial projects. According to the paper, over one-tenth of 
the loans was granted for 170 projects in Sichuan, the country's most populous 
province with a population of over 100 million. [Text] [Beijing XINHUA in 
English 0746 GMT 27 May 87 OW] /12232 


HUANG HE FLOOD PROJECT--Zhengzhou (CEI)--China has decided to build another 
large flood-prevention project on the Yellow River. The Xiaolangdi water- 
control project will be carried out in two parts. The first will be devoted 

to flood prevention on the lower reaches of the river and the second to the 
construction of electric power facilities. The height of the dam will be 

172 metres and its long-term effective storage capacity will be 5 billion 

cubic meters. The design of the project was recently approved by the State 
Council. The construction work is planned to start soon and be completed within 
10 years. The design and construction work will be done by Chinese companies. 
But some key facilities will be imported and foreign consultation sought when 
necessary. Between 1984 and 1985, the Minister of Water Resources and Electric 
Power did some rough design work cooperatively with the International Bechtel 
Incorporated of the United States and quite a aumber of foreign companies have 
shown interest in the project. [Text] [Beijing XINHUA in English 0605 GMT 

27 May 87 OW] /12232 
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PEASANTS URGED TO INVEST--Beijing, 19 May (XINHUA)--China's peasants’ average 
per person investment in production amounted to 26 33 yuan and the living 
expenditures amounted to 73.57 yuan during the first three months of this 
year, up 18.8 and 12.1 percent, respectively, over the same period last year. 
Data from the State Statistics Bureau showed that the increase of investment 
in production was more than the increase in living expenditures and was 
favorable to agricultural development. According to the statistics, the 
average cash and bank deposits per peasant amounted to 143.15 yuan by the end 
of March, 33.2 percent more than at the same time last year. The authorities 
suggested that it was necessary to guide the peasants to invest their money in 
production and create a satisfactory environment for them to do so. [Text] 
[Beijing XINHUA in English 1503 GMT 19 May 87 OW] /12913 


SHANDONG DROUGHT--Since mid-April, the province's rainfall has been 
consistently below average. As of 20 May, about 50 million mu of 
farmland in the province was afflicted by drought. According to a 
forecast of the provincial meteorogical observatory, form 21 to 25 May 
the province's rainfall will remain below average, temperatures will be 
above average, and the ravages of the drought will become worse. 

Around 27 May, the central and western parts of the province will witness 
arid weather with hot wind for 2 or 3 days, which will seriously affect 
the growth and ripening of wheat. It is hoped that departments concerned 
will adopt measures without delaying to prevent or reduce the damages 
from the dry and hot wind. [Text] [Jinan Shandong Provincial Service 

in Mandarin 2200 GMT 21 May 87 SK] /12624 
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